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Eprtor’s Note: This paper represents the mature 
judgment of one who has been a leader both in 
the field of teaching and of practicing market 
research. Its commonsense point of view should 
appeal to all our readers. 


ANY YEARS ago I drew up for a Wash- 
M ington conference on the teaching of 
advertising a set of specifications for training 
recruits for the advertising agency business. 
They were the result of a good deal of study, 
investigation and thought. As I read them 
over again a few days ago, I was impressed 
with their soundness, and marveled at what 
would have happened to the teaching of this 
subject if a small part of them had ever been 
adopted or even read by teachers of adver- 
tising. 

Having thus “stuck out my neck” once to 
no avail, I do not propose to waste the time 
on it again. I am convinced that what a for- 


_ *Read before the American Marketing Associa- 
tion meeting in Atlantic City, December 28, 1937. 


mer teacher of advertising or marketing 
thinks about this job of preparing recruits 
after 20 years of practice does not really 
interest the present teachers, or their Deans. 
They all seem to have more immediate prob- 
lems to think about. Nevertheless, in a weak 
moment I did consent to discuss this matter 
with you and I am going to do it, not by 
laying out a set of specifications, but by tell- 
ing you something of what our job really is 
and then suggesting types of preparation 
called for. The rest I shall leave with you. 
If you do nothing about it I shall at least 
not have wasted my time on fine ideas which 
are to be completely ignored. 
fany able salesmen are convinced that 
marketing is a superfluous activity. They re- 
gard it as something which they describe as 
“academic,” meaning that they find it diffi- 
cult to relate it to current sales. 
As a matter of fact, there is some need for 
marketing men to clarify their own ideas of 
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what market research really means and why 
they think it is important and how business 
enterprises managed to get along so well 
without it for so many years. It is my pur- 
pose to state briefly what seems to me the 
chief reason for the development of this 
type of work, and then to explain its nature 
by giving some idea of how one concern in 
the business has attempted to meet what 
seemed to be a need. What I shall discuss 
here will not be research projects in accord- 
ance with the strict definition, but market 
studies designed primarily to further sales. 

The necessity for knowing about markets 
and marketing, out of which this sort of 
marketing work grew, might have developed 
eventually with the mere passage of time, or 
from changes in living conditions, or from 
economic causes. But one reason seems more 
satisfactory than any other when it is once 
clearly stated. That reason is the inevitable 
insulation between producer and consumer, 
which has developed from the enlargement 
of the scale of business operations. 

When producers and final consumers come 
into direct contact it is fairly simple to keep 
supply reasonably well adjusted to demand. 
But these two basic factors in the economic 
system have found it more and more diffi- 
cult, year by year, to remain in contact with 
each other. Mechanization, stockholders, 
bondholders’ committees, dominant man- 
agers, competitors, bad business habits, un- 
fortunate trade practices and traditions, and 
intricate distributing mechanisms, all have 
served to make it harder for the consumer 
to get what he wants if he is not satisfied 
with the producer’s guess, and for the pro- 
ducer to find out what the consumer really 
does want and give it to him. This situation 
offers only two possible solutions: (1) a 
regimentation which would be fabulously 
difficult to work out with even reasonable 
accuracy; (2) the development of a better 
technique for keeping producers in touch 
with demand. This latter is far less dramatic 
and spectacular than depending on a for- 
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mula. But it has the advantage that if it 
could once be built into the thought habits 
of American business, it would preserve to 
society its ability to express itself in its own 
way in the things for which it chooses to 
spend its life. 

It is essential to get the importance of this 
insulation firmly in mind as the basis for 
marketing work. If true, it justifies market- 
ing study as a functional operation apart 
from selling, and it also sets some boundaries 
to its scope and purpose. 

The purpose of this sort of markating 
work, in any given case, is to do what can 
be done to restore contact between supply 
and demand, or to provide a substitute for 
this contact which will enable the business 
to function more adequately. All this, of 
course, is on the assumption that all busi- 
ness exists ultimately for the purpose of 
supplying some human want, and _ that, 
hence, there is lost motion when the want 
being catered to is allowed to get out of 
touch with the plans and operation of pro- 
duction. 

As to the scope of market studies and 
their place in operating practice, these also 
are determined by this concept of contact 
between consumers and producers or de- 
mand and supply. This can perhaps be il- 
lustrated by outlining standard practice as 
commonly used by one concern engaged in 
trade and consumer studies. 

The first step is to arrive at a clear and 
simple formulation of the problem. What is 
it that needs to be known? What data bear- 
ing on it are available already? What is to 
be found in the subject company’s own rec- 
ords? What are the competitive factors? 
What are the trade factors? What are the 
psychological elements? And what are the 
troubles in the situation which really are 
traceable to marketing? 

One important point which is never per- 
mitted to be lost sight of, in both this and 
all subsequent stages, is the fact that we are 
not dealing with an abstract case but a living 
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organism. Just as among physicians, many 
diagnosticians fail because they regard a pa- 
tient as a mere container for symptoms in- 
stead of an organic human being, so many 
false starts are made in marketing studies 
by forgetting the whole mechanism while 
hunting for marketing errors. All of these 
exploratory questions in the early stages of 
work should be related to what is being done, 
who is doing it, what ought to be the main 
objectives, how they can be attained, and 
how any necessary changes in operation can 
be adjusted to the existing state of affairs 
within the organization. 

This statement of the requisites of the pre- 
liminary stages is not set down asa schedule, 
nor can it safely be cast in a formula, but 
it indicates the nature of the ground to be 
gone over as a preliminary to any spade 
work at all. When the program has been 
definitely formulated, then the actual field 
work is laid out,—first to cover the market, 
and second to cover the marketing. 

On the theory that the human wants which 
underlie the business are the eventually con- 
trolling factors, some survey of the types of 
consumer, or final user, usually takes its 
place early in the work. In this the chief 
essential is to get back of the surface indi- 
cations and find out how the case in hand 
really lies in the consumer’s mind and in his 
actual living habits. For example, a cosmetic 
manufacturer who has depended on sales- 
men’s reports or on retailers’ views may 
discover that people are not satisfied with 
what is available to them, but shift from one 
brand to another in the vain hope that maybe 
some untried offering may come nearer to 
what they have in mind. Or a public service 
corporation may find that the form of the 
rate schedule may cause more irritation than 
the amount of the charges. Or a brewer may 
discover that the bar-keepers may, by sub- 
stitution, neutralize all the advertising he can 
do, and that the consumer does not care. In 
other words, the first thing to be established 
in the case of most market studies is what 
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the final buyer actually thinks and what he 
does about it. In each case the whole prob- 
lem becomes greatly simplified when once 
the real thoughts of the final purchaser are 
definitely known. 

In these consumer studies the problems 
to solve often are elusive and complex, and 
the truth seldom can be deduced from the 
mere accumulation of responses. But for- 
tunately we are not dependent on merely 
asking questions of people. Many other 
fields of wisdom may be called on. Statistical 
practice, whether developed in pure mathe- 
matics, or in biology, or in other sciences, 
can be drawn on in such matters as defining 
the market, drawing the sample for testing, 
tabulating or cross-tabulating the returns, or 
correlating one factor with another. In the 
same way psychology contributes to the 
question-asking technique. Geography, ge- 
ology, chemistry, physics, and a curious ar- 
ray of sciences and arts may all be made 
use of before the picture of the people’s 
views or wants is complete and solid. 

The establishment of the attitudes of the 
consumers usually is only a beginning. These 
attitudes and wants may be one of the un- 
known factors, but by themselves they can- 
not present a complete picture. They may 
be merely of the nature of a “social phe- 
nomenon” and not significant to a business 
until they are related to actual sales. Hence, 
the usual next step is to track down these 
consumers’ wants to their point of gratifica- 
tion. The retail store, its location, its equip- 
ment, its personnel, its atmosphere, its buy- 
ing methods,—in short its ability and skill in 
helping these human wants to find what pro- 
ducers have made for their satisfaction. In 
this stage a study of such matters as prices, 
discounts, costs of doing business, attitudes 
toward the subject company and its prod- 
ucts, credits, collection methods, and the na- 
ture and practices of prevailing competition 
all have a part. Here again, the real contribu- 
tion of the market study is to get back of 
prevailing habits, prejudices, shortcomings 
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of salesmen, and defects in sales manage- 
ment to see what really is wrong, if any- 
thing, in the subject company’s practices or 
personnel as related to the retail outlets to 
which the consumer normally goes. The rea! 
question to be answered is whether all is 
being done that can be done by the company 
to meet the wants, for the satisfaction of 
which the business presumably exists. For 
example it may be found that certain re- 
tailers are hostile because the credit depart- 
ment is clumsy in handling retailers, or that 
some retailers are led to carry too many 
lines, or that refilling of orders is not well 
cared for, or that salesmen are too friendly 
or not friendly enough. 

And back of the retailers, in those cases 
where wholesalers are used, another group 
of problems present themselves. These suc- 
cessive steps in the distribution process are 
motivated by the hope of profit in exchange. 
What do they think ? What do they do? How 
do they help or hinder the process of get- 
ting a product from its producer to its final 
user ? 

And finally, consideration usually needs to 
be given to the subject company’s own sales 
force and sales practice. With the real facts 
in hand as to the trade and the consumers, 
the clarification of the internal problems be- 
comes reasonably simple. But no market 
survey is really complete until this has been 
covered. Usually there will prove to be an 
important group of problems, largely human, 
concerned with getting something done about 
what has been found; and if these are not 
worked out, the whole effect is largely 
wasted. 

All this sounds fairly simple, and it might 
be impressive if it were reduced to a formula 
with suitable diagrams and charts. But, in 
essence, it contains an outline of those 
features which have impressed one veteran 
observer as important steps in all studies 
designed to lead to better marketing for any 
given business. 

It may be contended that the inclusion 


of human opinions and trade prejudices is 
not scientific, just as it also may be argued 
that the weighting of consumer responses by 
economic stratification is not literally prac- 
tical. But whatever is done in the way of 
marketing studies designed for use must be 
a mixture of scientific accuracy and practical 
expediency. 

Men and women for this kind of work, 
obviously are not to be had by training alone. 
They must be born with some essential gifts 
fitting them to be painstaking, alert, curious, 
incredulous, honest and energetic. But aside 
from this they may in part be trained. 

Broadly speaking this sort of work, like 
almost any other business, calls chiefly for 
administrators and creative technicians. And 
also, like most other business, the technicians 
are much easier to find, or train, than the 
administrators. 

There are many subjects in college cur- 
ricula which would be useful intrinsically as 
well as by way of training for people going 
into market study work. Sociology, psy- 
chology, statistics, geography, economics, 
marketing, languages, mathematics and all 
the cultural and scientific branches of an 
ordinary college course would help. One of 
the best men I ever encountered in the busi- 
ness specialized in Greek while in college. 
The main point was that he had developed 
a clear, orderly and inventive mind, which 
combined with a native or acquired intel- 
lectual honesty made him a man to lean on. 

One requisite for recruits in this business 
I should feel remiss if I did not at least men- 
tion. Anybody, to do really good work in 
this field ought, at one time or another in 
his preparations, to have demonstrated his 
ability to sell goods. If he has not learned 
what a salesman soon learns about imposing 
his will on other people he will be good at 
neither administrative nor technical work, 
except of the most routine sort. And if he 
has not sold because he is afraid to sell, his 
first step toward preparation for this busi- 
ness is to overcome that fear. 
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Measurement of the Vital Products 
of Business 


J. DAVID HOUSER 
President, The Houser Associates 


Epitor’s Note: That psychology plays an im- 
portant part in any sound program of market re- 
search will probably be recognized by all. In this 
article Mr. Houser attempts to formalize some 
studies in psychology that are important to 
marketing. The paper ts an interesting companion 
document to that of Mr. Cherington which tt 
follows. 


— “wants to do the right thing,” 
but obviously consumers and employees 
do not feel that it has done so. There is a 
two-fold question: (1) What the right thing 
is, and (2) how to do it. In dynamic terms 
this becomes: (1) What is the relative im- 
portance of human desires in business? and 
(2) How can organizations be stimulated to 
satisfy them? 

Psychology during the past few decades 
has developed an objective approach which 
has promoted it from the status of a sub- 
sidiary aspect of philosophy to an independ- 
ent existence. The essence of this approach 
has been the master method of all science: 
measurement of its materials. 

Perhaps the most dramatic use of psy- 
chological measurement, and certainly the 
most extensive, was the testing of intelli- 
gence in the American army during the 
World War when the native ability of mil- 
lions of men was classified. But the accumu- 
lation experience since that time undoubted- 
ly overshadows even that huge pioneer 
demonstration. 

The objective and systematic treatment 
of problems in education has advanced 
it to the status of a genuine profession. 
Measurement of intelligence, abilities and 
aptitudes has transformed education by 
providing it with scientific tools. Methods 
of measurement are more and more charac- 
terizing the study of human personality and 
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bringing greater certainty in furthering in- 
dividual adjustments. There is a great and 
growing emphasis in sociology on the need 
and importance of measurement, especially 
of attitudes. 

At the very center of all these develop- 
ments toward exact evaluation of mental 
elements is biometrics, that branch of bi- 
ology which makes a statistical study of the 
variations of characters of living organisms. 

DEscRIPTIVE vs. DYNAMIC 

In problems where precise, objective 
treatment of materials is involved, two 
kinds of treatment are possible. The de- 
scriptive approach deals with features 
which are objective: that is to say, can be 
counted or measured ; the number of people 
in an area, the amount of traffic on a street, 
the height of a man or a building. This 
approach is valuable in presenting a picture 
of materials which are relatively change- 
less or static, or a picture of a condition at 
any one time. It is the simple one-dimen- 
sional approach of counting and enumera- 
tion used to produce the statistics of a 
census. 

But where the materials are changing, 
where there is movement or growth—life— 
an additional approach is necessary. There 
must be the original counting, but the 
tendency of factors to change, in themselves 
and in relation to each other, must also be 
accurately determined. Thus, instead of the 
merely descriptive approach, the dynamic 
one becomes necessary. Beyond biostatics 
we find biodynamics arising as the study 
of active forces at work in living organisms. 
And here we find biometrics. 

Galton, recognizing in his pioneer work 
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in biology the handicap of being able only 
to count aspects and characters of organ- 
isms, evolved the master device of correla- 
tion, the measurement of the degree of 
correspondence between two or more series 
of data. And from this and similar needs 
was born a force which is both a science of 
measurement and an act of interpretation 
for the service of life. 

Dynamic statistics involves not only the 
measurement of movement, change and 
growth; it uncovers vital relationships, and 
as a result, brings to light significances and 
importances. It makes the momentous con- 
tribution of relative importance and rela- 
tive significance. 


ATTITUDES 


If human relationships are to improved, 
and if objective treatment of human values 
is essential to this great purpose, then human 
attitudes must become important subjects 
in the new attack. For attitudes are elements 
of the mind which impel to and govern 
action. An attitude is a mind-set, a tendency 
to respond favorably or unfavorably toward 
a person, a thing, an idea. It is obviously 
valuable in social situations to know the 
attitude at work as exactly as possible, for 
knowledge means the possibility of pre- 
diction and control. 

Attitudes are not only prophets of future 
action; they are likewise the results of past 
influences, effects of what we have seen 
and heard and of what has been done to us. 
To know them thus means also to be able to 
evaluate these past influences and the ef- 
fort which produced them. For business, 
measurement of attitudes can become audits 
in the truest sense of the word—audits of 
vital importance. 

Business and its advisers have recognized 
in rapidly increasing degree that “Markets 
are People” and that “people” are minds 
and emotions. The analysis of attitudes, 
therefore, has become the most significant 
aspect of the systematic study called “mar- 
ket research.” Consumer research, which 
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concerns itself chiefly with buying attitudes 
toward products, has become an important 
development. Institutional attitudes, which 
can be defined as the public’s reactions to 
general aspects of a business, as opposed 
to attitudes to its products, have, however, 
had but the most meager attention. Em- 
ployee attitudes and their objective measure- 
ment have had practically none. 

Without any question the rapid growth 
of consumer research has been due to an 
increasing realization of the imperative 
need to know the buyer’s real attitudes— 
an index of more and more strenuous com- 
petition. But the normal sales resistance to 
a new idea has been weakened by another 
element: the compelling appeal and logic 
of the idea. It is so obviously worth-while 
to know how prospective buyers feel, and 
it seems so unanswerable that “if you want 
to know what a person thinks, the thing to 
do is to ask him!” But experience has shown 
conclusively that this is not as simple as it 
may appear, that in fact to secure accurate 
and dependable answers is a problem of 
genuine complexity. 

With a need so impelling and with the 
approach apparently so simple, it is only 
natural that busy executives should not con- 
cern themselves with actual methodology. 
Nor is the rush of volunteers offering to 
satisfy this need difficult to explain. After 
all, the basic qualification is the ability to 
ask questions, and that ability is not un- 
common. And a formal questionnaire seems 
to be only oral questions systematized and 
transferred to paper. Volunteers have been 
especially marked by an impelling “interest 
in people,” always admirable but usually 
greatly in need of direction. 

Tom and Dick, their brother Harry and 
their sister Mary have therefore hastened 
to write questionnaires and interview the 
housewife at the door, the small merchant 
in his shop, and the citizen on the street. 
Or, in a desire to cut costs, they have mailed 
their questions in their own names or in 
those of an agency created at the spur of 
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the need and given an iimpartial sounding 
name—often one suggesting a lofty pur- 
pose. Or unemployed housewives listed with 
an employment agency have been hired by 
these amateur “researchers” to fill out “con- 
sumer” questionnaires at an hourly rate. 
Or “consumer researches” have been made 
by requiring the employees of an advertis- 
ing agency to take questionnaires home 
overnight and bring them back completed in 
the morning, thus achieving speed and low 
cost. 

Business has not set up any particularly 
discriminating standards of selection among 
these eager bidders for its service. The one 
which appears most frequently is experi- 
ence in “contacting’’ consumers or the pub- 
lic. Salesmen and copywriters, for instance, 
frequently qualify as interviewers and as 
writers of questionnaires, in disregard of 
the obvious fact that their very virtues are 
those of expression rather than of impres- 
sion. At the other extreme, perhaps, is the 
occasional selection of detective agencies to 
secure and report upon consumer attitude 
or, as pseudo customers, to do service shop- 
ping—based presumably upon ability to fer- 
ret out hidden values. 

Consumer research as it is now represents 
the developments of only a few years. Its 
youth alone explains any acceptance by 
business executives of the results offered 
by such effort as that just described. 


SAMPLING 


One of the most fundamental problems 
in this field is that of sampling. What con- 
stitutes a true cross-section of a population 
whose attitudes are important? In spite of 
the fact that the principles of sampling are 
well known among trained workers, ex- 
ample after example could be quoted of 
percentages far too high, usually with the 
apparent desire of making the mere bulk of 
numbers of interviews impressive: 150,000 
oral interviews are made in one city, or 
millions of mail questionnaires are sent out 
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to the country. Or, at the behest of low 
cost, absurdly small numbers are presented 
in percentages. “Nation-wide” surveys are, 
for example, made with two thousand in- 
terviews distributed among forty cities, 
with cities compared on the basis of fifty in- 
terviews in each city, each person inter- 
viewed being reported as two per cent. 

The American public has recently been 
persuaded, by the wealth of political polls 
using only modest numbers of interviews, 
of the possibility of truth from samples, 
particularly since the only dramatic failure 
in such polls was with the use of large 
numbers (of mail ballots). The resultant 
danger is now just as great in the other 
direction; that too-small samples may be 
resorted to. 

The mail questionnaire presents a baffling 
problem in sampling. This device is much 
in vogue because it is inexpensive, and is 
so easy to use by almost anybody at any 
time. But as it is ordinarily employed it 
often produces results which are not only 
worthless but dangerously misleading. The 
percentage of recipients who will return 
the questionnaires is invariably small, and 
this produces an uncontrollable error which 
is only multiplied by large numbers of 
replies. Regardless of how many thousands 
of replies are received, the total results are 
unreliable because there is no way of know- 
ing that the people willing to return these 
replies are representative of the whole 
group. Often the very reasons why a large 
percentage do not respond are vital to the 
entire problem. The processes may select 
a particularly favorable or a particularly 
unfavorable group. 

Some of the earlier Literary Digest mail 
prohibition polls were prophetic of its colos- 
sal failure in the 1936 election. Discrepancies 
between the results of early wet-or-dry 
polls and actual election results seem to 
indicate that only a comparatively small 
percentage of the “drys” sent back ballots, 
while the “wets” were much more inclined 
to respond. This is understandable: the wets 
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were the outs, disgruntled, and so more 
vociferous. 

Face-to-face interviewing provides the 
means for securing a truly dependable 
sample because it assures control over the 
situation. Only by this procedure can there 
be deliberate selection of individuals to 
make up a truly representative cross-section. 

The first requisite for reliable results in 
the study of attitudes of a group is of 
course that the “sample” be adequate ;’ that 
is, that that number of persons interviewed 
be sufficiently large to truly represent the 
entire group. No arbitrary percentage can 
be predetermined which will apply to all 
problems, since various factors operate to 
influence the size of the percentage which 
is necessary. In some instances one half of 
one per cent might be sufficient; in others, 
it might be necessary to interview five per 
cent, or even more. The percentage which 
is necessary, a principle known to all trained 
workers, is that percentage at which the re- 
sults “stabilize.” It can easily be determined 
by such a method as comparison of random 
fractions, and there is no excuse for serious 
errors. 

QUESTIONS 


Consumer research can be only as valu- 
able as its questions are sound. Yet because 
anyone can ask a question, the real art of 
the basic instrument of the research—the 
questionnaire—is minimized, and _artless- 
ness in the worst sense is widespread. A 
fact, known to every lawyer since courts 
and questioning of witnesses have existed, 
seems to be unknown or ignored: that the 
answer to a question depends largely upon 
the way it is phrased. As a result, sug- 
gestive words or phrases are often used, 
worthy motives are appealed to and invite 
one type of response, or unworthy ones are 
intimated and suggest negative responses or 
rationalizations. 

*In measurements of employee attitude where 
a small fraction of the group could truly represent 
all, it is nevertheless advisable, for purposes of 


morale, to have everybody participate in being 
interviewed or filling out questionnaires. 


Questions can obviously suggest a specific 
answer: “Do you prefer these policies 
NOW?” or, “Do you feel that the budget 
should be balanced and expenses thus re- 
duced?” They can invite self-flattery: 
“Would you like to know more about the 
quality content of this product?” They can 
call forth self-approval: “Do you teach 
your pupils to use the gas stove properly?” 
These have actually appeared on question- 
naires and comment is unnecessary. 


Wuat DIFFERENCE Does It MAKE? 


Beyond gross errors in sampling and the 
artlessness of such questioning, the presence 
of another naivete is even more striking. It 
is that of putting all the research eggs into 
one basket. 

The affirmative answers to a question can 
vary from twenty per cent with one phras- 
ing to sixty per cent with another. To at- 
tach any value to counting the mere number 
of responses to questions in which there 
can be such great difference is simply not 
reasonable, and no such one-dimensional 
“research” deserves the name. The mystery 
is that with the effect of suggestion so 
generally recognized, so egregious a de- 
ficiency escapes wider condemnation. 

Constantly, however, these one-dimen- 
sional results are challenged to meet a vital 
need—a challenge which they cannot face. 
This demand is expressed by a question 
which must always be asked by one who 
seeks to make any real use of research into 
human attitudes: “What difference does it 
make?” What difference does it make if a 
certain percentage or number of people 
answer a question in a certain way? The in- 
quirer is searching for some measure of im- 
portance. He wants to know not merely how 
many people feel in such and such a way or 
believe in such and such a thing, but what 
effect this attitude has on their acts, particu- 
larly on those acts which affect him or his 
business. He instinctively recognizes that 
the sheer bulk of an attitude may be one 
thing and its significance quite another; 
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that if many people hold a belief with little 
influence on their behavior, its consequence 
to him may be small compared to that of 
another belief of great influence held by 
only a moderate number of people. 

These needs are ever-present because re- 
search into human attitudes is dealing with 
living, growing, and changing problems. 
The material is dynamic, not static, and the 
use of the purely descriptive statistics of 
counting—which is so far almost universal 
—can produce no measure of relative sig- 
nificance, can throw no light on cause and 
effect in human behavior, and can provide 
no material for intelligent stimulation. 

The need is felt for better information, 
the challenge for more adequate help is 
made and the failure of one-dimensional 
research is in its crowning naivete. Itself 
utterly unable, with its simple approach, to 
evaluate the significance or force of human 
attitudes, beliefs and opinions, it asks its 
subjects to do this for it: it makes the im- 
possible demand upon people that they turn 
their gaze inward, assort the mental and 
emotional items they find there and report 
their relative weights in influencing present 
or future behavior. 

“Which is more important to you,” it 
asks: “ price or quality?” “What would you 
probably do if such and such an event were 
to happen?” “What are your motives in 
buying this rather than that?” “Why do 
you patronize this company?” “Please ar- 
range the following five kinds of advertis- 
ing in the order in which they influence your 
buying.” 

No implication is here intended that there 
is nothing to which people can testify about 
themselves with reasonable objectivity. The 
descriptive approach is useful and depend- 
able in connection with simple habits as, for 
instance, the places of most frequent buy- 
ing; with matters of ownership of definite 
objects; even with simple unanalyzed in- 
tentions, such as the intention to do a defi- 
nite thing like voting for one candidate or 
another, or buying a specific article. 
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But with the dynamic materials of feel- 
ings, opinions, beliefs, satisfactions, dislikes 
—all charged with emotional electricity— 
for the descriptive approach to masquerade 
as capable of evaluating relative importances 
and especially of throwing light on motives, 
is not praiseworthy. 


CONTRASTS 


As long as consumer research confines 
itself to simple one-dimensional procedure, 
just so long will it continue to be what it is 
today—the making of interviews rather 
than the solving of problems for manage- 
ment in the most vital challenge management 
faces today—that of distribution. And so 
long will its reports have small influence. 
They will continue to be glanced through, 
discussed a bit, and then filed away, mere 
“curiosity reports.” And that devastating 
characterization will continue to be made: 
“Interesting, but nothing was or could be 
done about it.” Descriptive research, not 
being dynamic in its method, can hardly ex- 
pect to be so in its results. 

Management bears some responsibility for 
not recognizing the contrast between the 
importance and potentialities of psycho- 
logical research and the present levels of 
practice in “consumer research.” This lack 
of recognition does not imply great respect 
for the consumer. It also discourages de- 
velopment or research in those other two 
fields just as vital: public and employee re- 
lations. 

HARMFUL EFFECTS 

Wasted time and money is obviously a 
penalty of such misdirected effort. The possi- 
bility of human injustice that may result is 
more serious, and this is a real danger when 
it places in jeopardy the positions or the 
reputations of executives or employees as 
the result of unsound conclusions derived 
from crude methods. 


There is no field in which charlatans have 
run riot so completely as in the area which 
involves human values. The very word psy- 
chology is in: disrepute among responsible 
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business men because of previous imposi- 
tions and false claims. The prestige of 
science suffers when specious claims are 
made and uncritically allowed, as, for in- 
stance that a certain approach is entirely 
“scientific,” when only a minor element is 
scientific. Adequate sampling, for instance, 
by no means justifies a total project as 
“scientific” when suggestiveness of questions 
remains unchecked. 


A New PROPAGANDA 


In connection with the epidemic of 
political polls—the so-called “straw-ballots” 
—which has been current since 1932, a new 
and very significant phenomenon has come 
into existence. This is the “band-wagon” 
effect of publishing political opinions of 
the public, the influence upon individuals 
of the attitudes of large groups of which 
they are members. Just how great an in- 
fluence this is, no one has as yet accurately 
determined, but there seems to be no ques- 
tion but what it is considerable. 

The broad ethics of this new factor in 
political life needs more discussion. A 
shrewd present guess is that it will not be 
greatly condemned as long as it confines itself 
to mere preferences for one candidate or 
another. But as scientific developments and 
thoughtful discussion throw more and more 
light on the entire subject, these preferences 
will be sharply distinguished from expres- 
sions of opinions and attitudes concerning 
issues. 

To determine public attitude about mat- 
ters of governmental policy is more difficult 
than to discover the present intention to do 
the simple act of voting for one or another 
candidate, and a simple approach in the 
former case is subject to serious error. The 
number of people who will answer any 
question one way or another regarding politi- 
cal or social issues depends largely upon 
the amount of suggestion one way or the 
other which it contains; and it is impossible 
to evaluate the influence of the suggestion 
by counting the answers. 


Yet the “band-wagon” effect operates in 
regard to policies as well as with preferences 
for candidates. When, by means of a 
strongly negative suggestion in a question, 
the public seems to condemn a policy or to 
mark a course of action as unpopular, the 
whole force of the final authority in democ- 
racy is lined up in this respect against an 
administration practicing that policy or a 
candidate espousing that course of action. 
The reverse is naturally the effect of a 
positive suggestion. And such an authority 
cannot help having a definite influence upon 
individual votes. 

This is an instrument of real potency and 
the temptation of persons with conscious or 
unconscious bias to use it is strong. And, 
consciously or unconsciously, such use has 
already been made of it. There is some 
general recognition of the force of sug- 
gestion and of its specific operation in very 
obvious cases, but not enough to criticize 
the frequent and unjust application of this 
force. 

As with consumer research, there is need 
here of a second dimension, of a measure 
of significance. “What difference does it 
make?’’; that is, how important is the issue 
for voting, how much of an influence is it 
in the choice of candidates or the approval 
of an administration? The descriptive ap- 
proach of mere counting is not only inac- 
curate but it opens greatly undesirable possi- 
bilities. 


THE DETERMINATION OF SIGNIFICANCE 


Interestingly enough the penetrating ob- 
jection to descriptive statistics contained 
in the question, “What difference does it 
make?” directly suggests the method which 
dynamic statistics use to provide its indexes 
of significance. For it is a method of dis- 
covering and weighing differences. 

A leaf can be taken here from the book 
of the physical sciences where “control” 
groups, correlation, and comparison are de- 
vices of decided importance. An example 
from animal husbandry is illustrative of the 
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procedure. When the value of weight in- 
crease for a certain food is to be found, 
two groups of animals are usually isolated 
and treated exactly the same in all respects 
in quantity and quality of basic food, 
amount of water, and exercise given—but 
one group is given the specific food to be 
tested while the other is not. If, after a 
definite period of time, the group fed the 
special food is heavier, the cause of any 
increase beyond the normal can be at- 
tributed to the food since the special food 
was the only variable factor in the method 
used. The amount of the increase in weight 
for the group having special food can then 
be used as a measure of the significance of 
the weight-increasing value of this food. 

Similarly, the use in medical research of 
the control group has grown generally famil- 
iar, namely the method of carefully com- 
paring a group being given a specific treat- 
ment with another group suffering from the 
same affliction, but not having the specific 
treatment in question. 

An example from business is even more 
apropos: In a recent study, the purpose of 
which was to discover the elements of sig- 
nificance for success in retail store ad- 
ministration, the group of stores studied 
was divided into two classes: those making 
a profit and those not making a profit. Poli- 
cies and practices in each store were then 
studied. Each group was next studied for 
the presence of each policy, the results com- 
pared, after which the significance for suc- 
cess of each policy became evident. To 
present an outstanding contrast: 


Successful Unsuccessful 


Policy Stores Stores 
Methods of exact inventory 
control 87% 15% 
Good “housekeeping”—clean- 
liness of stores 95 91 


The significance for success of the first 
“made a difference”—a marked difference. 
The second policy made little difference ; its 
significance is only a minor one. The amount 
of the difference is a measure of the amount 
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of the significance.? Among other ways, sig- 
nificance can be adequately determined for 
an item by measuring the ability of that item 
to differentiate two groups whose difference 
is associated with some important general 
consideration. It is obvious that the “general 
consideration,” profitableness of operation, 
which defined and separated the above two 
groups is important. The significance of the 
two specific practices is therefore their sig- 
nificance for making money in retail stores. 


PHRASING 


When a critical second dimension is avail- 
able all of the eggs are not put into the one 
basket of the particular words used in each 
question. The following illustrates how 
phrasing becomes of minor significance. 

With one phrasing: 


Fre- Signifi- Prod- 
quency cance uct* 
Is the service at Blanks 60% 45 2700 
reasonably good? Said “yes” 
With another phrasing: 
Is the service at Blanks 20% 135 2700 


all you could expect? Said “yes” 


“Service” as a factor important to manage- 
ment thus becomes independent of the phras- 
ing. The significance of “reasonably good 
service” is naturally smaller than that of 
“all you could expect,” so that the difference 
in significance automatically tends to equal- 
ize the difference caused by the phrasing. 
A phrasing which affects a smaller number 
of people affects them to a greater degree ; 
one which affects a larger number does so 
to a smaller degree, so that the end-result 
is the same. 


Cost AND DANGER 


Out of a myriad of illustrations which 
might show the unreliability—even danger 
—of conclusions based upon the mere num- 


The final index of significance must be one 
which eliminates the operation of mere chance. 

*This is a multiplication of frequency by sig- 
nificance used here specifically to illustrate the 
equalizing influence of an index of significance. 
Ordinarily this multiplication is not legitimate. 
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bers of people holding an attitude, the fol- 
lowing is chosen. 

A one-dimensional study of consumer at- 
titude toward the use of gas reported that 
twenty per cent of the persons interviewed 
objected to the cost of gas, while exactly 
the same percentage objected to its sup- 
posed danger. On the basis of the supposed 
equal importance of each sales resistance, 
an advertising campaign was planned in 
which the same emphasis was to be used in 
combatting each resistance. 

A subsequent two-dimensional research 
which was made reported the same per- 
centage of objection on each score as shown 
in the first study. But, going further, it also 
showed that the consumers who objected to 
the cost of gas used almost the same amount 
and held ic in just as great favor as did 
those who did not object to cost. “Cost” 
made little or no difference. On the other 
hand, people who feared the danger of gas 
regarded it generally as a very inferior fuel 
and used only about half as much as those 
who had no fear. “Danger” made a great 
difference. The significance of the attitude 
of fear of gas was about seven times as 
great as that concerning cost. The per- 
centages were the same, but the great dif- 
ference in significance justified much more 
emphasis on the one than on the other. 


APPLICATIONS 


It is, or should be, evident that the 
motives which actuate one individual, or a 
group of individuals, cannot be fairly 
judged by another person. Such judgments 
may be—and are very frequently—made, 
but their justice is another story. And of 
course no one can pass any sure verdict on 
the relative strength of another’s motives, 
nor even compare any two motives as to the 
amount of their influence on behavior. 

If there is any one finding of modern psy- 
chology which is assured, it is the impossi- 
bility of an individual weighing even his 
own impulses accurately, and it is obviously 
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not reasonable to feel that one’s judgments 
of another’s motives can be justified. 

The biometric approach to motivation 
identifies attitudes, beliefs, opinions, satis- 
factions, dislikes, or other intellectual or 
emotional elements, and makes them ob- 
jective by methods which bring agreement. 
It phrases questions in such a way that the 
answers will be the same if asked by dif- 
ferent people or at different times. Finally, 
it weighs the significance of these attitudes 
for action by correlating them against a 
“criterion.” Its indirect approach avoids all 
the pitfalls of attempting to evaluate motives 
by direct testimony or judgment, yet it 
deals with the dynamics that are intrinsic in 
all mental situations. 

Attitudes, objectively determined, are 
first counted; numbers or percentages of 
people who are favorable or unfavorable, 
who know or don’t know, who like or dis- 
like, are reported. And in answer to the in- 
evitable question, “What difference does it 
make?” a reply is ready—a reply both de- 
pendable and complete. 


CUSTOMER, EMPLOYEE AND PUBLIC 
ATTITUDE 


Is it desirable to know the meaning of 
specific attitudes for buying? If so, they are 
correlated against the criterion of actual 
purchasing going on. Or, is the significance 
of good will wanted? In this instance, each 
attitude is related to institutional or product 
esteem in the public mind. Further refine- 
ments are possible: the significance of 
specific attitudes for shifts in buying—shifts 
both to and from a product or service; the 
relation between buying attitude and good 
will, in general. 

The “difference it makes” can be deter- 
mined for whatever over-all end-results are 
desired. The only question which must be 
asked is: “Difference in what? What is the 
objective? What is it which you want con- 
sumers or the public or employees to feel 
in general, or to do?” Whatever this ob- 
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jective is found to be, it can be set up as a 
criterion against which any and all “speci- 
fics” can be correlated. 

Is it employee morale? That is, does 
management want to know the significance 
for workers’ general satisfaction of their 
specific attitude to pay, to promotion, to the 
opportunity to express grievances, to as- 
pects of their jobs which they feel interfere 
with better work? If such is the problem, 
the realistic approach is to measure with 
carefully tested questions the degree of 
morale of each individual. From those em- 
ployees questioned two groups can be 
selected: those of high morale and those of 
low morale (markedly above the average 
and markedly below the average). In this 
way it can be determined to what degree 
each specific attitude differentiates two 
groups. Morale is an end-result of organi- 
zation activity, the quality to be influenced. 
The result of treating specific attitude as 
described will be to show the relative im- 
portance of each feeling or belief for this 
objective. (The amount of each satisfaction 
or dissatisfaction will have been shown by 
the percentage answering each question 
favorably or unfavorably.) 

When the “difference it makes” is a prob- 
lem of buying, then the criterion becomes 
one concerning buying attitude, such as the 
degree of favor that individuals have for 
a product or a service, or their actual buy- 
ing behavior. The groups will consist of 
those who are high in favor contrasted with 
those low in favor, or of those who buy 
much as opposed to those who buy little. 

If it becomes desirable to know accurately 
the relation between concrete beliefs or feel- 
ings held by the public toward a business 
in its institutional aspects, or toward a non- 
selling organization, the criterion is obvi- 
ously not one of buying but of good-will. 
Appropriate questions involving an adequate 
number of aspects can be worked out to 
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indicate the favor or the disfavor for the 
institution, and the answers to these can in 
turn be used to divide the persons inter- 
viewed into two groups: those of high favor 
as contrasted to those of low favor. The 
significance of any and all specific attitudes 
for institutional esteem can then be calcu- 
lated exactly as it was for buying. 

The vitality of this method lies in the 
fact that specific attitudes which can be 
changed are reported and that the signifi- 
cance of these is also reported for an over- 
all attitude or behavior whose improve- 
ment is an important total objective. It is 
obviously an important objective to increase 
buying or to increase morale or public good- 
will. Groups who are doing and not doing 
what is desirable from the standpoint of an 
organization are compared to get “sig- 
nificance.” 

For certain purposes it is sometimes 
necessary to compare groups that have a 
specific attitude and those that do not have 
it, and to arrive at the significance of the at- 
titude by calculating the difference between 
criterion scores for each group. This is 
basically the same method as that discussed 
above. 

A PROGRAM 


An effective program for increasing con- 
sumer, public, or employee favor can be 
built upon the initial degree of good-will 
which exists. From time to time it can be 
measured to determine the success of the 
program. The indexes of responsibility for 
individual executives and rank-and-file em- 
ployees serve as incentives for effort. The 
percentages of specific attitudes are the 
separate goals and the foci of the effort— 
the “What to do about it.” 

The indexes of relative significance, once 
determined, need only be secured often 
enough to measure the effect of important 
changes which may occur in the total situ- 
ation from time to time. 











The Federal Trade Commission’s Chain 
Store Investigation: A Note 


CHARLES F. PHILLIPS 


Assistant Professor of Economics, Colgate University 


Epitor’s Note: This paper and the one which 
follows add a point of view and some factual data 
to the ever-recurring discussion of chain stores 
and their proper place in our economy. 


——— of the factual reports, as well as 
of the Final Report, issued by the Fed- 
eral Trade Commission in the course of its 
chain store investigation has led the writer 
to conclude that the Commission has placed 
too much emphasis upon the so-called buy- 
ing advantage of the chain store and not 
enough upon efficient operation in its dis- 
cussion of factors explaining the develop- 
ment of the chain store. At the same time, 
the Commission seems guilty of a broad 
statement concerning special discounts for 
which its studies give but little support. As 
these reports will find wide usage among 
students of marketing, it seems worth while 
to bring together in this brief note the main 
evidence for this opinion. We begin with 
the matter of buying advantage. 

In its Final Report the Commission, after 
noting that “lower selling prices are a very 
substantial, if not the chief, factor in the 
growth of chain store merchandising,” 
states the conclusion that “lower buying 
prices than are available to independents 
are a most substantial, if not the chief, 
factor in these lower selling prices.’”? 

In support of this conclusion the Com- 
mission draws upon statistics concerning 
chain and independent grocery and drug 
operators in Washington, Cincinnati, Mem- 
phis, and Detroit.? This material has been 


*Senate Document Number 4, 74th Congress, 
Ist session (1934), p. 53. 

* This detailed study of cost of merchandise, 
gross margins, and selling prices (hereafter re- 
ferred to as the “price study”) is reported in 


summarized from the eight reports con- 
cerning this matter and appears in Table I 
in the form of selling prices, gross margins, 
and costs of merchandise. In constructing 
this table the chain selling price has been 
assumed to be equal to $1.00. In all cases 
both chain and independent weights have 
been applied to show the relative importance 
of the items and a geometric cross has been 
taken of the results.* It is worth emphasiz- 
ing the fact that the cost of merchandising 
as here presented is after all special dis- 
counts, 1.e., the cost figures represent the net 
cost of the purchased items.* 

In the grocery study (Part A) independ- 
ent prices average from 6.42 above the 
chain store prices in Washington to 10.47 
above in Detroit. Why are the chain prices 
lower than those of the independent? Ac- 
cording to the Commission “a most sub- 
stantial, if not the chief, factor in these 
selling prices” is the lower buying prices 
obtained by the chains. Yet a study of the 
Commission’s statistics on this point seems 
to indicate that by far the most substantial 
factor (or factors) seems to lie elsewhere. 
In Washington, of the 6.42 saving at the 
chain, 1.42 is the result of the chain having 
a lower cost of merchandise while 5.0 is 
a result of a lower chain gross margin. In 





Senate Documents, 73D Congress, nos. 62, 69, 81, 
88, 95, 96, 97, and 98. 

*It should be noted that the Commission itself 
favored this method of presentation as giving the 
“most acceptable measurement of the cost dif- 
ferences.” Cf. p. x and 10 of the grocery study 
made in Washington. 

*The cost of merchandise for independents is 
the wholesaler’s cost while the gross margin in- 
cludes both wholesale and retail margin. This is 
necessary to make the chain and independent 
figures comparable. 
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TABLE I. COMPARISON IN CENTS OF CHAIN AND INDEPENDENT SELLING Prices, Gross MARGINS, 
AND Costs OF MERCHANDISE 





























| Selling Prices | Gross Margin | Cost of M’dse 
City Year 
| Indep. | Chain | Indep. | Chain | Indep. | Chain 
Part A—Grocery study 
Washington......... 1929 106.42 100.0 23.33 18.33 83.09 | 81.67 
sd eee 1929 108 .84 100.0 26.43 17.61 82.41 82.39 
Pb cccccceses 1930 108.28 100.0 28 .64 22.60 79 .64 77.40 
a. errr 1931 110.47 100.0 28.14 19 .53 82.33 80.47 
ee 108 .50 100.0 26.63 19.52 81.87 80.48 
Part B—Drug study 
Washington......... 1929 124.15* 100.0 46.53 24.71 77.62 75.29 
errr ee 1929 120.35 100.0 44.16 25.11 76.19 74.89 
Pere 1930 120.69 100.0 49 .39 29 .66 71.30 70.34 
re 1931 117.48 100.0 46.04 31.20 71.44 68 .80 
AVERAGE......... 120.67 100.0 46.53 27.67 74.14 72.33 





* In the Washington study this figure was reported as 122.724. cf. p. viii and 8. In checking the compu- 


tations the figure given in this table seems accurate. 


Source: Tables 2, 3, 4, 5, and 6 of the original studies. 


Cincinnati the 8.84 saving is divided .02 to 
a lower merchandise cost and 8.84, or 
practically all, to a smaller margin. It is 
likewise in Memphis and Detroit. If we 
take the four cities as a group but 16.4 per 
cent of the independent’s higher price can 
be traced to a greater cost of merchandise 
while 83.6 per cent results from a larger 
gross margin. 

If we turn to the drug study (Part B) 
our conclusion is the same. Out of a 24.15 
saving in the chain drug stores of Washing- 
ton but 2.33 can be traced to lower chain 
buying prices. The greatest chain buying ad- 
vantage occurred in Detroit yet even here 
this accounted for but 2.64 out of a total 
saving of 17.48. Again taking the four cities 
as a group, 91.2 per cent of the independ- 
ent’s higher price can be traced to a larger 
gross margin leaving but 8.8 per cent to 
be accounted for by a higher cost of mer- 
chandise. It is apparent from the Commis- 
sion’s own studies that “lower buying 
prices than are available to independents” 
are far from a dominating factor in lower 
chain selling prices/The chain’s ability to 
undersell the independent in both grocery 


and drug items in these cities is a result 
largely of its success in reducing the gross 
margin rather than a result of a lower cost 
of merchandise. 

In turning to the matter of the importance 
of special discounts, it should be noted that 
the Commission gathered its data in two 
ways. First, the price study (Table I) was 
used, i.e., the Commission received reports 
on special discounts given by manufacturers 
on the items used in comparing selling prices 
between chain and independent stores in 
four large cities. Second, a special study of 
discounts was made based upon reports re- 
ceived from a large number of manufac- 
turers selling to chains and to wholesalers 
throughout the United States. On the basis 
of these studies the Commission makes the 
statement that prior to 1929 the “extensive 
growth” of the chain store was “based 
largely upon special price concessions from 
manufacturers.”* Are its studies a justifica- 
tion of any such broad assertion ? 

In Table II the special discounts un- 
covered by the Commission in its two 


studies of this matter have been sum- 


° Final Report, p. 90. (Italics mine) 
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marized. It will be noted that the results 
of these two studies are quite in contrast 
as regards the degree of such discounts— 


TABLE II. SpeciaAL DiscouNTS TO CHAINS AND 
WHOLESALERS (PERCENTAGE FIGURED ON 
VALUE OF GOODS PURCHASED) 














Discount Stud y* Price Study” 
Field | chain | Whole-| cai, | Whole- 
_ saler —_ saler 
ee 5.19 Li 2.15 .26 
Grocery....| 2.02 91 1.40 oo 
Tobacco....| 3.57 71 — — 

















® Final Report, p. 58. 
> Tables 1, 2, 4, and 5 in Price study reports 
(cf. note 2). 


but, by either method, even if all special 
discounts were abolished, the chain would 
still be left with the bulk of its present sell- 


ing price advantage. For example, in the 
case of drugs the discount study shows the 
chain to have an advantage in buying cost 
of 4.08 per cent (5.19-1.11) as compared 
with the wholesaler. In contrast, the chain 
has a retail selling price advantage of about 
17 per cent (Table I). Furthermore, if the 
price study data are used as representative, 
the buying advantage of the chain result- 
ing from special discounts is reduced to 
less than 2 per cent. In groceries the chains 
have a retail selling price advantage of 
nearly 8 per cent (Table I) while, by either 
of the two methods used by the Commis- 
sion, the cost advantage is but slightly over 
one per cent. In light of these facts from the 
Commission’s investigation it seems that the 
Commission has little ground for placing 
such emphasis on special discounts as an 
explanation of chain store growth. 
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Prices and Services of Chain and Inde- 
pendent Stores in Champaign- 
Urbana, 1937 


P. D. CONVERSE! 
Professor of Marketing, University of Illinois 


NTRODUCTION. This study was made: first, 
I to compare the prices of chain and in- 
dependent food stores and, second, to as- 
certain consumer opinion toward all types 
of chain and independent stores in Cham- 
paign-Urbana, Illinois. It was made in 
March, 1937, just six years after a similar 
study, the results of which were published 
by the National Association of Teachers 
of Marketing and Advertising (1931 series, 
no. 4). The two studies make possible a com- 
parison of changes in price differentials and 
consumer opinion in the period from 1931 to 
1937. They may thus provide a test of the 
theory that if the sellers of a product of fair- 
ly uniform quality are in competition over a 
period of time, that their prices will gradu- 
ally come to be more in line. Competition in 
the grocery field up to this time appears to be 
active and relatively unhampered by price 
fixing and agreements in restraint of trade. 
Foods are standardized to a considerable ex- 
tent. The consumers are probably able to 
judge the quality of foods more accurately 
than that of any other major class of prod- 
ucts. The theory would thus appear to have 
a fairly good opportunity of working in the 
retail distribution of foods.” 


Part I—Prices 
Procedure. The methods used in gather- 
ing and compiling the data were the same as 


* The field data were gathered and part of the 
tabulating was done by members of the author’s 
class in Market Research. 

* Although the word “foods” is frequently used 
in this study, soaps and cleansers are included 
since they are commonly sold in food, or grocery, 


used in the previous study. Prices were ob- 
tained on a selected list of commodities by 
personal visits to the retail stores during the 
first half of the first week in March, 1937. 
Advertised prices of week-end specials were 
also compared over a period of four weeks. 
Consumer opinion was ascertained by visits 
to the homes of the consumers. 

The commodities used on the price sched- 
ule were the same as used in 1931 with the 
exception that five articles were added and 
a few package sizes were changed to meet 
changes in the popular selling sizes. The 
method of weighting was substantially the 
same as in the former study.*® 

Prices were obtained from 110 stores. 
This compares with 118 listed in the city 
directory. As most of those missed were 
fairly small stores, the coverage was proba- 
bly over 95 per cent.* 

Changes in stores, 1931-1937. There were 
two obvious developments in food retailing 
in the community during the six years be- 





stores and purchased along with foods by the 
housewife. 

*For method and actual weights see former 
study. The only changes made were to allow for 
the changes in the list of commodities. The weights 
are the annual per capita consumption of the vari- 
ous articles in pounds adjusted so that the 66 arti- 
cles will equal the weight of all foods except fresh 
meats. It is possible that there have been some 
changes in diet habits during the past six years but 
as the primary purpose was to compare price dif- 
ferentials with those existing in 1931, it was 
thought best to use the same weights. 

*The field men, of course, found that some of 
the stores listed in the city directory were out of 
business and that some new ones had been opened 
when the study was made. Only 4 stores refused 
to give their prices. 
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tween these two surveys. One was the de- 
velopment of larger stores. During the de- 
pression the chains obtained several loca- 
tions nearer the business centers of the two 
towns in which they opened larger stores 
with more elaborate displays. Some of these 
stores are in, or close to, the 100 per cent 
locations. Some of these stores resemble 
super-markets, although probably none were 
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In some instances these street-side stands 
have developed into complete food stores 
with permanent buildings. 

There have naturally been many changes 
in the ownership of stores, especially among 
the smaller neighborhood stores. Among the 
chains, a local chain operating in 1931 has 
contracted its operations and is now classed 
as a unit store. Another local chain has en- 


TABLE 1. WEIGHTED AVERAGE PER CAPITA PRICES OF GROCERIES IN VARIOUS TYPES OF STORES IN 
CHAMPAIGN-URBANA, ILLINOIS IN Marcu, 1937 






































Types of Stores 
Chain Independents 
Commodity Class SS 
Volun- Cash- ‘ Stores* 
tary Carry Service 

Cash- ‘ 

Puce Service 
y 

Poultry, fish, and cured meats....| $20.68 $21.90 $21.75 $21.86 $21.61 $22 .87 
Dairy products and eggs......... 24.45 25.56 25.47 25 .67 25.02 29.98 
DE tndnacedeebebnsnedans 23.23 25.51 24.60 25.19 24.50 25.16 
I MN cg oedwa ddan 1.22 7.93 7.63 7.79 7.41 7.38 
Fresh fruits and vegetables. ..... 21.90 22.93 22.63 22.77 22.32 23.81 
Dry fruits and vegetables........ 1.50 1.71 1.64 1.73 1.70 1.58 
CE MIs venccevccsceeeces 7.12 8.86 8.14 8.44 7.88 8.63 
Desserts and condiments........ 3.54 3.90 3.95 4.01 3.92 3.87 
Soaps and cleansers............. 5.42 6.29 6.29 6.24 5.88 6.20 
Total (excl. fresh meats).........| 115.36 124.59 122.10 123.70 120.24 125.56 








* These are included in previous columns of Cash-Carry and Service stores. 


large enough to deserve this classification. 

A second development which continued 
during this period was the opening of street- 
side stands on the main automobile streets 
for the sale of trucked-in fruits during the 
summer and autumn. At first these are often 
located in yards of old residences. When the 
weather gets cold they close, move inside 
the residence, or erect a tent or shed near 
the street. The shed later often gets wooden 
and glass sides and a heating stove so that 
the store can be kept open in winter. Fruits 
and vegetables are bought from local job- 
bers to fill out the lines. Groceries, bread, 
milk, and sometimes fresh meats are added. 


tered the territory and a sectional chain has 
expanded its operations until it has the 
largest number of stores in the community 
operated by any one organization. It oper- 
ates in both down-town and neighborhood 
locations. Since this chain is owned locally, 
some consumers opposed to chains patronize 
it arguing that it is not a chain. These con- 
sumers appear to feel that it is outside own- 
ership that makes a chain. 

Prices. A comparison of the average prices 
of various types of stores is shown in table 1. 
The stores are grouped as chains, voluntary 
chains, cash-carry independents, and service 
independents. The voluntaries appear to be 
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very loosely organized, carrying on very few 
activities in common. Strictly speaking they 
probably should not be classed as volun- 
taries but they gave themselves this designa- 
tion. Most of the cash-carry and service 
stores are in neighborhood locations. Many 
of these stores appear to exist largely be- 
cause of the convenience of their locations to 
their customers and the long hours they are 
open. It is perhaps unreasonable to expect 
that they could fully meet the prices of the 
chains which operate principally on a cash- 
carry basis in the down-town districts. For 
this reason a special tabulation was made of 
two special groups of independents: cash- 
carry stores and service stores located in 
the down-town districts. These stores have 
been in business for several years and ap- 
pear to be able to hold their own against the 
chains—at least they have remained in busi- 
ness alongside them for a considerable pe- 
riod. 

It will be noted that the prices of the 
chains are somewhat lower than the prices of 
any other group of stores. Comparing their 
prices with the service independents, they 
show the greatest price advantage—16 per 
cent—on canned goods. They have a price 
advantage of from 8 to 13 per cent on dry 
fruits and vegetables, desserts and condi- 
ments, and cereals. They have the least ad- 
vantage—under 4 per cent—on fresh fruits 
and vegetables. They have an advantage of 
only five per cent on poultry, fish and cured 
meats, and on dairy products. 

Comparing the prices of chain and inde- 
pendent down-town cash-carry stores, the 
chains have an advantage of from 9 to 12 per 
cent on dry fruits and vegetables, canned 
goods, and desserts and condiments. On 
poultry, fish and cured meats, and cereals 
they have an advantage of approximately 
five per cent. On all other groups they have 
an advantage of less than three per cent. 
Their average prices on all groups were 4 
per cent under those of the down-town cash- 
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carry independents. Comparing the prices of 
the chains with those of down-town service 
stores, the chains have a price advantage of 
8 per cent. Apparently half of this differ- 
ence was caused by the delivery and credit 
services furnished by the service stores. 

Price differentials in 1931 and 1937. Dur- 
ing the six years from 1931 to 1937, the inde- 
pendents reduced the differences between 
their prices and those of the chains by five 
per cent or by almost one-half. In 1931, 
chain store prices were found to be 11.5 per 
cent under those of the independent stores,°® 
while in 1937, chain stores were 6.5 per cent 
under those of the independent stores.° Most 
of the difference in 1937 appears to be due to 
the larger amount of service rendered by the 
independents. 

This narrowing of the price differential 
would seem to support the economic theory 
that when competitors are in free competi- 
tion over a period of time that their prices 
tend to come more nearly into line. This does 
not mean that their prices will ever come to 
be exactly the same. A comparison of indi- 
vidual price quotations indicates many dif- 
ferences. Some of these are relatively large 
and others are relatively small. It seems that 
in the food trade competitors try to under- 
sell each other particularly on their “lead- 


” 


ers. 


*In 1931, when a local chain was included in 
the chain group, the difference was 8.4 per cent. 
This local chain, however, was really a multi-unit 
organization, operating some of its stores on a 
service basis. It is now operating as a unit store. 
The 1931 report stated: “the average prices of 
the national and sectional cash-carry chains, which 
is the group ordinarily considered as chins by the 
public, were 11.5 per cent lower than the prices 
of all independents.” 

*In arriving at this average all stores were con- 
sidered of equal importance since the sales volumes 
of the various stores were not available. This 
method seems rather unfair to the lower priced 
independents as it gives the same weight to a 
small neighborhood store as to a larger down- 
town store. No way was found, however, of avoid- 
ing this. The same method was used in 1931 and 
1937. 
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Tasie 2. ANNUAL PER CAPITA Costs oF GROCERIES 
IN CHAIN AND INDEPENDENT STORES IN 
1931 AND 1937 


Type of Store 1931 1937 
Independents : 
ESS rere ee eee $122.29 $123.41 
Down-town Service ........... 125.78 125.56 
DE S chctcbecatonsusnne 114.20 122.10 
MOUNIIIIES C ocicucccncccwetases 123.59 124.59 
Chains (national and sectional) . 109.39 115.36 


It will be seen from the figures in table 2 
that the prices of groceries purchased in in- 
dependent stores were substantially the same 
in March, 1931, and March, 1937 (an actual 
increase of 0.9%). On the other hand the 
average prices in the chain stores had in- 
creased 5.2%. One may guess that the reason 
for the narrowing differential in prices was 
that the independents had reduced their rela- 
tive prices by lower buying costs and in- 
creased operating efficiency while the chains 
had made no similar advances. 


The chains may have actually increased 
their expenses. In general chains are reported 
to have increased the salary scale of their store 
employees and their donations to community 
and charitable causes. Many chains have in- 
creased the variety of goods handled and the 
quality of fixtures in their stores. Some have 
moved into higher rent locations. The overhead 
expenses may have increased. This may be a 
more or less natural development as organiza- 
tions grow from infancy to maturity. The 
chains have incurred expenses for fighting 
hostile legislation. It may be that the chains 
have increased their profit ratio since 1931. 

The 1931 study was made in a period of 
falling prices and the 1937 study in a period 
of rising prices. It has been stated the chains 
have a faster stock turnover than the inde- 
pendents who buy from independent wholesalers 
so that their retail prices follow manufactur- 
er’s prices more promptly than those of the 
independents. If this is so chain prices in 1931 
may have shown a higher than normal differ- 
ential and in 1937 a lower than normal differ- 
ential compared with the prices of the inde- 
pendents. 


Comparisons with results of other studies. 
Our findings seem to be in line with findings 
in other studies. Price comparisons by Alex- 
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ander and the Federal Trade Commission in 
cities where chains had long been established 
show differentials were considerably smaller 
than found in studies made in cities where 
the chains were relatively new.’ Philipps* 
found in five central New York State towns 
in 1930 a difference in favor of the chains of 
12.8 per cent while in 1934 this difference 
had decreased to 10.0 per cent. Cover® found 
in St. Paul in February, 1934, that the price 
of foods was 1 per cent lower in chains than 
in independent stores. When this differential 
is compared with those reported in other 
mid-western cities made a few years pre- 
viously, the inference is clear that the inde- 
pendents have succeeded in substantially re- 
ducing the differential between their prices 
and those of the chains. 

Advertised prices. The consumers appar- 
ently often judge stores by their advertised 
prices. In this study price schedules were ob- 
tained from the retailers during the first half 
of the week in order to avoid the week-end 
specials. A very considerable part of the 
foodstuff however, is bought on Fridays and 
Saturdays. These advertised prices are thus 
of some importance to the consumers. It 
seems to be unfair, however, to base an 
opinion of a store’s average prices on its ad- 
vertised prices, since they often apply on a 
relatively few items. Advertised prices are, 
however, admitted to be of great importance 
in drawing customers to particular stores. 

A comparison was made of the prices ad- 
vertised on week-end specials for four weeks 
from February 18 to March 11. Since dif- 
ferent stores advertise different articles, rela- 

*These studies have been summarized several 
times and most of the readers of the JOURNAL are 
undoubtedly familiar with them. For any who are 
not, the author summarized a considerable number 
of them in his Elements of Marketing, 1935 edi- 
tion, pp. 461-67. 

* Phillips, Chas. F., “Chain, Voluntary, and Inde- 
pendent Grocery Prices, 1930 and 1934.” The Jour- 
nal of Business of the University of Chicago, Vol. 
VIII, No. 2, April, 1935. 

* Cover, John H., “Retail Price Behavior.” Univ. 


Chicago Press. Studies in Business Administra- 
tion, Vol. V, No..12, 1935, p. 23. 
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tively few identical articles were advertised 
by both chain and independent stores on the 
same week-end. In these four weeks 54 
articles having the same description were 
advertised by both chains and independents. 

These prices were summarized in three 
ways. First a score was given to the chains 
when the price advertised by any chain was 
lower than the price advertised by any in- 
dependent. Similarly a score was given the 
independents when an independent adver- 
tised a lower price than was advertised by 
any chain. Including meats and fresh vege- 
tables, the chains received 22 points, the in- 
dependents 19, and there were 12 ties. Ex- 
cluding meats and fresh vegetables the in- 
dependents scored 16 points, the chains 6, 
and there were 4 ties. The latter method 
seems better. 

In the case of fresh meats there is no way 
to tell whether they are of the same quality 
when merely described as “swiss steak,” 
“pork roast,” or “chuck roast.” The same 
applies to fresh vegetables when no quality 
description is given. Omitting meats and 
fresh vegetables, most of the items left in 
the list were branded articles. The chains 
lost when meats and fresh vegetables were 
excluded. This indicates that the chains have 
found themselves being undersold on the 
advertised prices of branded articles and so 
have come to make more use of meats and 
vegetables as week-end specials. 

It is possible that the independents might 
score heavily under the above methods by 
the prices advertised by a few down-town 
stores. To avoid this possibility, a third 
summary was made by averaging the ad- 
vertised prices of the chains together and 
averaging the advertised prices of the inde- 
pendents together. Under this method the 
independents scored 14 points, and the chains 
12 points. 

It is interesting to find the independents 
were low under two of the three methods 
and the method under which the chains were 
low was of doubtful fairness. Thus we can 


197 


say that during this month, the independents 
had lower prices on their advertised week- 
end specials than did the chains. This fact 
was of interest in analyzing the consumer 
questionnaires as a considerable minority of 
the consumers said that the independents 
were cheaper than the chains. 

Considering all points scored, it was found 
that the local and sectional chains were low 
on 8%, 5%,)° and 4 items respectively, while 
the national chains were low on 2 items 
each. The two smallest chains scored the 
most points. Among the independents, one 
store scored 8 points, another 7 points, three 
others 2 points each, and 2 others 1 point 
each. Thus the leadership of the independ- 
ents on advertised prices was due to a few 
stores. It should, however, be noted that 
relatively few of the independents adver- 
tised in the newspapers. 


Part IJ—ConsuMER OPINION 


Consumer opinion was ascertained by use 
of questionnaires filled out by personal in- 
terviewers who visited homes in all parts of 
the two towns except the University faculty 
and student residential districts."* Care was 
taken to cover the lowest as well as the 
highest income districts. The town was di- 
vided into districts and each interviewer was 
told to scatter his interviews in his district. 

The general opinions of the consumers re- 
garding chain and independent stores is sum- 
marized in table 3. 

The first thing to be noted is the relative- 
ly small proportion of the consumers who 
are definitely favorable or unfavorable to 
chain stores. Only one-third of the con- 
sumers expressed themselves as definitely 
favorable or definitely unfavorable and some 
of these had no very strong feeling.*? More 


” The half points are caused by 2 chains having 
the same price. 

™ These were omitted on the assumption that a 
university district is not a typical section of the 
population. Only 7 or 8 faculty members were 
interviewed. 

"In all 


doubtful cases between a definite 
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TABLE 3. OPINIONS OF CONSUMERS TOWARD 
CHAIN StToRES OPINION 


Families 
Opinion Number Per Cent 

Definitely favorable to chains .... 65 18.0 
Definitely opposed to chains .... 56 15.6 
In general (mildly) favorable to 

I ors cence venues aaeawe arid 47 13.1 
In general (mildly) opposed to 

SII arc’pic a diacaieesa:sie wumiasecatan Sk 24 6.7 
Neutral, no opinion, or no answer .111 30.8 
Don’t like chains, but patronize 

RE aria ae wind ae ee 17 4.7 
Like chains in some lines but not 

ey NR os suis 's dip anareeraldidresnAiviaate 40 11.1 
Total number of families inter- 

viewed 360 100.0 


* Includes some favorable to chains but who do 
not patronize them. 


of these were favorable than were unfavor- 
able to chains. 

If we add those listed as definitely favor- 
able to chains, those listed as mildly favor- 
able, and those who like some kinds of chains 
we find 42 per cent of the consumers favor- 
able to chains. On the other hand if we add 
those definitely and mildly opposed to chains 
we have 22 per cent hostile to chains; and if 
we add those who said they were opposed 
to chains but who patronized them we have 
only 27 per cent opposed to chains. 

The largest relative opposition to chains 
came from public employees (almost one- 
half opposed ) ; and the professions and busi- 
ness groups (about one-third opposed). The 
largest relative support of the chains came 
from truck and bus drivers, retail store em- 
ployees, and from janitors and domestic serv- 
ants (40 per cent favorable); and from 
the business group where nearly one-third 
were favorable. It will be noted that the 
business group has a large proportion of its 
families on each side of the question. Two- 
thirds of these families have an opinion one 
way or the other. It appears that those 





opinion and a mild opinion answers were placed in 
the “definite” column in making the tabulation, 
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groups most hostile to the chains are those 
with relative high incomes while those most 
favorable to the chains are those with rela- 
tively low incomes. Since the chain appears 
to stand in the public mind for low prices, 
this division of sentiment is understandable. 

Thirty per cent of the consumers were 
neutral or expressed no opinions as the rela- 
tive merits of chain and independent stores. 
Many of these really had no opinion, had 
never thought of the matter, and it seemed 
that some did not know the difference be- 
tween the two types of stores. Some in the 
neutral group gave arguments for and 
against the chain and as the arguments 
seemed to be of about equal weight they had 
no preference. A few families in this group 
seemed to have definite opinions but were 
afraid of being quoted and were determined 
“not to take sides.” 

The grocery chains lost business particu- 
larly because of their inconvenient down- 
town locations, lack of credit, and lack of 
delivery service. Some business went to 
chains selling clothing and home equipment 
and furniture because of their liberal credit. 
The chains both gained and lost trade be- 
cause of reciprocity. 

In comparing consumer opinion with that 
existing six years ago, it appears that there 
is somewhat less intense feeling on the sub- 
ject but no great change in the percentage 
of the consumers favorable and opposed to 
chains. The percentage of the population 
definitely opposed to chains declined some- 
what. The percentage favorable to chains is 
about the same and the percentage neutral or 
with no strong feelings appears to be some- 
what larger. 

Comments, or reasons for opinions. The 
comments of the consumers showed many 
reasons for their opinions. Some consumers 
gave many reasons for their positions and 
others expressed none. An attempt was made 
to summarize these comments. The results 
are shown in table 4. 
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TABLE 4. COMMENTS OF CONSUMERS ON CHAIN 
AND INDEPENDENT STORES 


No. of 
Comment Families 
Prices: Chains have lower prices ........ 81 
Chain prices the same or “no lower” 
SEE saccnavbseensneul shsk ean 13 
Chains have higher prices ........ 5 
Quality: Chains have better quality ....... 15 
Chains have same quality ........ 6 
Chains have poorer quality ........ 27 
Assortment of Stock: Chains have larger 
assortment ........ 8 
Chains have same as- 
sortment 2.22.00 1 
Chains have smaller 
assortment ....... 4 
Chains have improved merchandising, or 
RGIDEE 1NGEPENGCNES 2c esse cccdeccesseees 12 


Chains have brought (or keep) prices of 


PNGCRONGENIS GOWR 2 ccccecccscsccresss 22 
Chains are hard on independents ..........24 
Chains take money out of community ...... 18 
Ce OO DOF GEE ois cscs cccccccencess 7 
Consumers like independents .............. 18 


Chains are dishonest or guilty of unfair 
IN i kib558-< cans enannnene merase 15 
Te a 3 
Consumers want credit (17) or delivery (10) .27 
Chains have inconvenient locations .......... 14 
Chains have convenient locations .......... 4 
Consumers like self-service ............0.. 5 
Consumers dislike self-service ............ 2 
Chains have fine service or fine spirit ...... $ 
Chains have no community spirit .......... 3 
Cy GE. MORRIE oi. vs ct caedsccewe ssicen 4 


These comments indicate that the con- 
sumers still generally feel that the chains 
have lower prices than the independents, al- 
though a noteworthy minority thinks other- 
wise. In view of the importance attached 
by the opponents of the chains to the argu- 
ments that the chains pay low wages and do 
not pay taxes, it is interesting that very few 
of the consumers mentioned these argu- 
ments. More were impressed with the argu- 
ment that the chains take money out of the 
community. It is interesting to note that a 
considerable number of consumers said that 
the chains had brought the prices of the 
independents down. Many of these felt that 
if the chains were removed that the inde- 
pendents would raise their prices. A number 
felt that the chains had definitely improved 
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merchandising methods and that many of 
the independents had benefited by learning 
to be better merchants. 

Patronage motives in buying groceries. 
The consumers were asked: “Why do you 
buy your groceries at this store (previously 
indicated ) ? Mark in order 1, 2, 3, reasons.” 
Assigning a value of 3 to a first reason, 2 
for a second reason, and 1 for a third rea- 
son, the importance of the buying motives 
were as shown in table 5. 


TABLE 5. PATRONAGE Motives IN BuYING 
GROCERIES 
Buying Motive* No. Points 

PUI outta shaver waite eosin ew bee anes 471 
Convenient 1ocation .......ccccccccccccces 354 
EE hos sac'gd hédewe wan des soc waia 319 
Like the grocer (personality) ............ 179 
Wider selection of goods .............. 155 
EE a nie bed wae eae aauKs se 2k ekeee 110 
PEE SL oticernsinckeceuas oneenaeie 96 
Case heey oh wae ial ea aatae 92 
PIOGIPINENS CF GONVETY 0660 cvccciccsces 52 
FEE Sie va acnecdenbeueeewscec eR eee 48 


* The above reasons were those listed on the 
questionnaire. Space was left for others to be 
written in. Those written in were too scattered to 
tabulate. One that should, perhaps, be mentioned 
was ownership of stock in a store, or ownership 
of an interest—in a store by relatives or friends. 

The importance of location should be 
noted particularly. Groceries are a conven- 
ience good. The lower income groups, es- 
pecially, do not seem to lay in a week’s sup- 
ply and buy many goods from day to day 
as needed. The chains definitely find it un- 
profitable to operate small, neighborhood 
stores and are more and more going in for 
big stores. Both the 1931 and the 1937 
studies studies show that the lower prices of 
the chains was not sufficient to overcome the 
convenience of location to many consumers 
on many purchases. As long as these con- 
ditions prevail it is obviously impossible for 
the chains to obtain a complete monopoly in 
the grocery field. 

The personality of the grocer was placed 
fourth as a patronage motive. This is inter- 
esting as consumers often do not recognize 
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this as an important motive or are reluctant 
to admit that they are materially influenced 
by the personality of the seller. 

Service in purchase of groceries. The per- 
centages of families who have their groceries 
delivered, who order by telephone, and who 
buy on credit are shown in table 6. 

Comparing these answers with those ob- 
tained six years previously, it is seen that 
there has been a definite decline in the use 
of delivery and telephone service and a 
smaller decline in the use of credit. In 1931, 
28 per cent wanted their groceries delivered 
regularly, 26 per cent occasionally, and only 


TABLE 6. Use oF SERVICE FACILITIES IN 
BuyINnG GROCERIES 


Percentage of Families 


Using Service Not using 
Regularly Sometimes Service 
SE rcnckvawenws 16 24 60 
Telephoning orders ..12 ae 66 
EE arddserdonacens 22 12 66 


46 per cent never used delivery service. In 
1931, 21 per cent used the telephone regu- 
larly, and 24 per cent used it occasionally in 
ordering groceries. In 1931, 40 per cent of 
the consumers preferred to buy on credit 
while 60 per cent bought for cash. 
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The Elements of a System of 
Marketing Control 


M. L. HERSEY 
Wellesley, Massachusetts 


HE DEGREE of development to which a 
"een of executive control for a mar- 
keting organization is carried depends en- 
tirely on the nature of the organization it- 
self. A control system for a very highly cen- 
tralized organization where all authority to 
make final decisions is held closely at head- 
quarters must necessarily be a quite different 
control system from that used by an or- 
ganization where the authority to decide has 
been decentralized to those points where the 
facts are most economically availabie for 
making decisions. 

Most discussions of control methods and 
systems have been confined to one or an- 
other phase of the job of management. In 
this article the writer attempts to describe 
the elemental factors of a control system in 
its entirety. The type of system described 
here is most valuable for an organization 
where authority-to-decide is decentralized to 
lower level executives. It is in this type of 
organization that a control system is of 
greatest importance and should receive a 
great deal of attention if the company is to 
operate smoothly and efficiently. 

A proper control system enables Manage- 
ment duties to be subdivided into the two 
groups which are natural to the job of man- 
aging. These two groups of Management 
are: First, the administrative group whose 
duty it is to take a long range view of the 
business and create policies and plans for the 
effective operation of the organization for a 
period of years. Second, the executive group 
whose responsibility it is to make the policies 
and plans of the administrative group effec- 
tive, thus guaranteeing the success of the 
organization in reaching its objectives. 


The effect of subdividing Management in- 
to these two groups is the same as specializa- 
tion in its application to mass production. 
Each group of officials is given more re- 
sponsibility for those things for which it is 
best adapted. Where no such subdivision is 
practised, the managers all along the line find 
it necessary to divide their attention between 
the long range problems and the immediate 
day to day activities. As a result of this di- 
vided interest, those problems which need 
the most immediate attention are given pre- 
cedence over long range problems. This is in 
effect a type of hypnotism which prevents a 
proper breadth of view in making final de- 
cisions. Hence the organization laboriously 
weaves a zig-zag course toward its little un- 
derstood and indefinite objectives. 

If the reader will grant that a specializa- 
tion between these two groups will increase 
the efficiency of a large organization, then 
the question of a control system becomes of 
much greater importance and it is from this 
point of view that the following discussion 
of the elements of a control system is writ- 
ten. 


THe ContTROL OBJECTIVES 


The immediate purpose of any system of 
control is to perfect plans, define problems, 
correct errors, measure results and study 
trends and changes. The assembly and analy- 
sis of information for these uses is the func- 
tion of a research group. Thus research men 
form a logical connecting link between sales 
executives and accounting executives. 

Before a system of control can be planned 
for any particular unit of an organization, 
the objectives of that unit must be defined. 


201 





202 THE JOURNAL OF MARKETING 


It will be found that the majority of the ob- 
jectives will fall into one of the following 
general classifications : 


1. The Position objective—relating to the 
company’s position in each market. 

2. The Organization objective—relating to 
the set-up of the marketing organization. 

3. The Ultimate objective—a fair profit on 
investment. 


These objectives can be supplemented .by 
others or given different emphasis for differ- 
ent units of the organization or for different 
types of marketing companies. When the 
most desirable market position has been de- 
termined, the organization must be set up in 
such a way that this position can be reached 
and held. With the market position defined 
and the organization set up on a sound basis, 
it should be inevitable that a fair profit will 
be made on the invested capital. 


THE PosITION OBJECTIVE 


The solidarity of an organization in its 
market is a direct result of the knowledge 
which its management has of competitive 
conditions. The factors upon which a sound 
position is dependent are: Market potentials, 
vulnerability of position, and industrial 
stability. 

The first step in determining the most ad- 
vantageous position for the organization is to 
discover the following POTENTIALS: 


1. The potential volume for each product 
under present conditions. 

2. The potential expansion of the market for 
each product. 

3. The potential for each method of distribu- 
tion and for each type of customer. 


In addition, the following competitive data 
must also be secured: 


1. The present total investment in plant and 
equipment for all competitors. 

2. The total size and capacity for all organ- 
izations against which the Management 
must compete. 

3. A complete analysis of the representation 
for all competitors. 

4. A complete analysis of prices for all 
grades and types of products by customer 
types and methods of distribution. 


5. A complete analysis of product and operat- 
ing costs by all types of customers and 
methods of distribution. 

6. A complete survey of competitive trans- 
portation facilities and costs against which 
the Company must compete. 

7. A survey of the advertising and selling 
expenses, methods and facilities of all 
competitors. 

8. An analysis of competitive Management 
costs and experience. 


A company that has been in business for 
any period of time will have some data on 
these competitive factors. But seldom has 
any organized study been made for the pur- 
pose of determining the possible long range 
results. It is futile to depend on the memory 
and relatively meager experience of the av- 
erage executive when laying competitive 
plans. Therefore, careful analyses of the 
market becomes imperative if real informa- 
tion on potentials is desired. 

Management’s next step in studying its 
position objective is to determine the VUL- 
NERABILITY of the position of the com- 
pany. The determination of vulnerability in- 
volves the following steps: 


1. Identification of those competitive factors 
in which the company is stronger than the 
most aggressive competitors. 

a. Determine what competition can do to 
offset this strength. 

b. Decide what can be done to protect this 
position against attack. 

c. Determine how this defense will affect 
profits and the present or proposed set- 
up of the organization. 


2. Identification of those factors in which the 
company is weaker than the most aggres- 
sive of the competitors. 

a. Determine what can be done to 
strengthen these weaknesses. 

b. Anticipate the reaction of the shrewdest 
of the competitors. 

c. Determine the effect on profits and the 
organization as a result of strengthen- 
ing these weak points. 


The final step in a study of the marketing 
position is to determine the STABILITY of 
this desired position, once attained. This fac- 
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tor can be determined by finding the answer 
to such questions as the following: 


1. What new developments within the indus- 
try may affect the position? 

2. What may happen to consumer demand? 

3. What outside industries may be competi- 
tive in the market? 

4. What social, political or legal upset might 
possibly undermine this position ? 


The answers to these and similar ques- 
tions will enable the analyst to determine 
the probable stability of the position which 
has been chosen as a goal. These questions 
must necessarily vary with different indus- 
tries, and in some cases the answers may be 
inconclusive or difficult to secure. Neverthe- 
less, every company should have some offi- 
cial with a position of responsibility in the 
organization who can be depended upon to 
weigh carefully every factor that can have 
a possible bearing on the future stability of 
the company. 

After the best efforts of the administrative 
group have been applied to the problem of 
determining the most desirable position for 
the organization, the attention of Manage- 
ment should be turned to the organization 
itself. 


THE ORGANIZATION OBJECTIVE 


The size and structure and functioning of 
the organization should be carefully planned 
and every effort made to mould the organiza- 
tion to the plan. For control purposes, it will 
be necessary for Management to watch the 
following factors: 


1. Organization Structure. 

a. Ratio of Management costs to total 
marketing costs. 

b. The balance of authority-to-decide— 
(decisions at high levels of authority 
which are remote from the facts versus 
decisions by field executives at points 
where facts are most economically 
available). 

c. Functional performance—the codrdina- 
tion of line and staff executives. 


2. Policies. 
a. The economically sound formulation of 
policies. 
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b. A clear and definite statement of poli- 
cies and the reasoning behind them. 
(The statement should be complete 
enough so that interpretations by nu- 
merous field executives will be uniform 
and yet there will be no confusion 
when the basic facts are not uniform.) 

c. The thoroughness with which policies 
are understood and followed by the in- 
dividuals of the organization. 

d. The continuous analysis of fundamental 
changes effecting policies. 


3. Individual performance. 

a. Job analyses to show the individual 
worker or executive his place and duties 
within the organization and to provide 
standards of comparison by which the 
performance of each individual can be 
measured. 

b. An analysis and comparison of individ- 
ual production and sales figures to aid in 
the early detection of inherent weak- 
ness of the market or the organization. 


4. Codrdination, cooperation and morale. 

a. Competent leadership, careful observa- 
tion and an intelligent analysis of hu- 
man relationships and problems will 
enable an executive to control such 
intangible factors as these three. It is 
difficult to put such organization assets 
into statistical form, therefore it is up 
to the group executives to develop these 
factors through direct contacts and 
personnel policies. 


THe Prorit OBJECTIVE 


To reach this objective the two preceding 
objectives must first be defined. Then, the 
complete control system must coOdrdinate all 
efforts to attain all three objectives. 

Most profit control figures are derived 
from current sales and accounting statistics. 
The factors which reveal the profit position, 
and its future trends and possibilities are : 


1. Sales volume 

2. Sales prices 

3. Product costs 

4. Gross profits 
(a) Total gross profits 
(b) Unit gross profits 

. Direct operating expenses 
(a) Total expense 
(b) Unit expense 
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6. Overhead charges 
(a) Fixed expenses 
(b) Semi fixed expenses 

7. Net Profits 

8. Investment in plant and equipment 

These eight factors can become very com- 
plicated if they are not properly studied and 
arranged from a statistical point of view. It 
is impossible to report each item of influence 
by type of product, type of customer, method 
of delivery, size of order, costs, selling prices 
or amount of profit without causing confu- 
sion. It is for this reason that the statistical 
breakdown is of great importance—especial- 
ly because these statistical reports are the 
source of information which is to be pre- 
sented to the field executive as a basis for 
their activities. 

The preparation of control figures for 
field executives presents two principal prob- 
lems— 

1. The securing of such figures as will pre- 
sent a true picture of the situations and 
trends existing in the organization. 

2. The presentation of these facts to the 
executives in such a way as to stimulate 
action. 

These problems will be discussed under 
the following sections: “The Statistical 
Breakdown” and “The Presentation of Con- 
trol Figures.” 


THE STATISTICAL BREAKDOWN 

Statistics are one of the indispensable ma- 
terials of any control system, but they must 
be very carefully handled in order to clearly 
present the facts needed for executive ac- 
tion. They must provide the sources for de- 
tailed analyses of those weaknesses which 
guide field executives in directing the efforts 
of the organization. 

One of the first points to consider in the 
statistical breakdown is simplicity. If an at- 
tempt is made to accumulate figures on a 
large scale or on a mass production basis, 
then it may become so difficult to go back to 
the original figures that detailed analysis be- 
comes expensive and burdensome and is, 


therefore, neglected. This problem is espe- 
cially great where organizations are large 
and a high degree of clerical specialization is 
attempted. Every unit for which a control 
system is designed should make an effort to 
find the point of balance between economy 
and the greatest volume of useful informa- 
tion which is needed by management. 

A part of this very important problem is 
the question of statistical forms. Before the 
forms, on which statistics are to be accumu- 
lated, are made up six questions should be 
answered. These questions should be asked 
about each item to be included as part of the 
control system: 

1. What individual is responsible for this 

item? 

2. Under what classification does it belong? 

3. What type of executive action can be 

applied in controlling this item? 

4. How frequently can an executive take 

action to correct any irregularity which 

appears? 
5. How frequently do the factors which in- 
fluence the item change? 

6. What is the most economical frequency 

of issue of a report covering this item? 

In some cases it is economical to issue re- 
ports at more frequent intervals than is 
necessary from a control point of view. Also, 
in many cases reports are issued at frequent 
intervals in order to satisfy the curiosity of 
some excutive. The danger in such cases is 
that incidental fluctuations cause an imme- 
diate change to be made where action should 
be deferred until a study over a longer pe- 
riod is possible. Also an increase in unessen- 
tial figures adds to the possibility of confu- 
sion resulting from a mass of figures. 

The basis of comparison for each type of 
report is important and should be suited to 
the purpose of the report and the type of 
control action which can be taken. Many 
business organizations fail to use some of the 
bases of comparison which are available 
from a statistical point of view. For exam- 
ple; moving totals, comparisons with nor- 
mals, and comparisons with potentials are 
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frequently overlooked when they could be 
of great value in presenting the true facts. 

In addition to routine statistics there 

should be periodic written reports covering 
irregular factors which require special han- 
dling. These irregular factors are divided 
into three general classes. 

1. Irregular factors which are confined to 
limited areas. 

2. Irregular factors which are widespread, 
but are so small at individual points that 
they pass unnoticed by the field executives. 

3. Factors which may be influential over a 
period of time, but at any particular mo- 


ment appear to be of little importance— 
either locally or from a widespread angle. 


This three-dimensional group of irregular 
factors must be watched and the responsi- 
bility for examining and reporting them 
should be placed in the hands of an analyst. 
He should be in a position to carry on in- 
vestigations with field representatives in or- 
der to set up a control of these items. 


THE PRESENTATION OF CONTROL FIGURES 


As a rule, field executives are practical 
men and in most cases they do not take natu- 
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rally to the analysis of statistics. For this 
reason the use of charts in presenting con- 
trol figures is important. Properly prepared 
charts would show at a glance where prog- 
ress is being made and where losses are be- 
ing sustained. The charts should be so or- 
ganized that the nature of causes for month- 
to-month and year-to-year fluctuations are 
easily determined. The presentation should 
also be arranged to indicate long range trends 
by products and by type of customer. 

Figure 1 is suggested as the type of chart 
which may be used for presenting figures to 
field executives. It will be noted that the first 
four of the profit control factors listed on 
page 204 are shown on this one chart. They 
can be compared from month to month or 
each current month can be compared to a 
normal for that month or to an average over 
a period of years. The same type of chart 
may be used in showing the total operating 
expense and unit operating expense. Varia- 
tion of this style of chart can be used for the 
remaining factors. 

After various charts have been designed 
to show the trends of the profit factors, then 
it should be advisable to show the relation- 
ship of these charts to the final profit objec- 
tives. Figure 2 is presented as a suggestion 
for this type of control diagram. In this way 
it will be easy for executives to see the rela- 
tionship of each chart to the final objectives. 

After the system of charts has been pre- 
pared, then the most economical presentation 
should be considered. Since the making o/ 
charts is expensive, especially when they are 
to be kept up from month to month, the ad- 
vantages of group presentation becomes im- 
portant. When an organization is so con- 
structed that there are several executives re- 
sponsible for groups of products, or sales- 
men, or for subdivision of the sales area, 
then time can be saved for these excutives 
if one analyst is appointed to study the sta- 
tistical data and present his findings on 
charts to the group. This offers the advan- 
tage of forcing a proper analysis on each 
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executive who may otherwise neglect the 
figures because of the pressure of operating 
detail. 

It is also probable that much valuable dis- 
cussion and suggestions can come out of a 
group analysis of this type. This kind of a 
meeting presents an excellent opportunity 
for creating plans for aggressive or correc- 
tive action. It may also be the best source for 
recommendations for policies and policy 
changes may be made for the benefit of high- 
er officials, 

The frequency with which such meetings 
are held must depend to some extent on the 
nature and type of the business and of the 
analysis required to show trends and posi- 
tion. Some executives may complain about 
the cost of holding meetings of this nature, 
but if they knew their costs, they would soon 
find that misunderstandings and a lack of 
analysis on the part of individual executives, 
is more costly than a series of analytical 
meetings. It is at such times that the facts 
and philosophies behind policies may well be 
explained. It is from such meetings that uni- 
formity of interpretation and action may 
lead to greater internal cooperation in reach- 
ing the final objective of the Company. 

The element of morale must not be over- 
looked in stating the advantages of meetings 
of this nature. The community of thought 
and understanding of mutual problems leads 
each man to a better understanding of his 
fellow workers’ problems. In larger organi- 
zations misunderstanding and _ confusion 
about policies and instructions from higher 
levels of authority are frequent. This has an 
important bearing on morale. 


RESEARCH AS A CONTROL FACTOR 


Research in marketing is one of the most 
neglected and yet one of the most important 
factors of marketing control. In the past 
most research of this type has been carried 
on by advertising agencies, who were hu- 
manly interested in only one point of view. 
In the future it is probable that those or- 
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ganizations whose management gives the 
most attention to the methods of research 
will lead their industries because they will be 
guided by facts rather than fancy or mere 
hopes. Facts are indispensable to the busi- 
ness which will meet stringent competitive 
conditions with accurate and suitable plans. 

One of the reasons ior the slow develop- 
ment of marketing research units in the larg- 
er marketing organizations is a lack of re- 
search appreciation on the part of Manage- 
ment. It is, therefore, important that Man- 
agement learn to depend upon research men, 
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just as research men need to learn the re- 
quirements of Management. 

A Research Department is a dynamic fac- 
tor in the control system. Control statistics 
alone do not indicate the solutions to prob- 
lems. They must be analyzed and corrective 
measures must be tried and tested before ap- 
plication. The importance of a Research De- 
partment in answering many fundamental 
questions for Management will be realized 
if the reader will refer back to the section on 
“The Position Objective.” 

Many of the questions which should be an- 
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swered before determining the company’s 
position are essentially of a research nature. 
The importance of such research has not 
been realized in the past, partially because 
consumer demand already existed and man- 
agement pressure was applied toward pro- 
duction. In the future, however, as markets 
reach the saturation point, and competition 
becomes more keen it will be necessary for 
the successful organization to develop mar- 
keting research to a high state of efficiency. 

The question as to the type of this re- 
search organization must be carefully con- 
sidered. It may be possible to assign a re- 
search man to each field unit which is large 
enough to warrant a full-time analyst, but to 
give a field executive a research man over 
whom he has full control is not always a 
satisfactory arrangement. It is highly de- 
sirable that the field research men be at least 
partially controlled by the Administrative 
Group and the head of the Research Depart- 
ment should be an integral part of the Ad- 
ministrative staff. This enables the whole 
research group to be in constant touch with 
the administrative opinions and policies, and 
it also makes the local research man some- 
what independent of the local executive 
which in turn will enable him to report facts 
accurately and without human bias or selfish 
influence. 

The chief factor which makes a Research 
Department essential in the long-range suc- 
cess of a large organization is the complex- 
ity of problems which arise out of the size of 
the organization. The human mind is not 
capable of grasping complex problems on a 
large scale and at the same time maintain the 
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day-to-day contact with detailed operation 
which requires constant attention. It is for 
this reason that specially trained research 
men should be organized as a branch of the 
Administrative group of Management. It is 
the policy-making function of the Adminis- 
trators, which makes the need for research 
and fact finding of great importance to them. 
If policies are based on sound facts, then 
the field executives are relieved for the fric- 
tions arising from conflicting analysis and 
interpretations. Thus the efficiencies of spe- 
cialization may be brought to the marketing 
organization just as has been done in the 
production branches of industry. 


CONCLUSION 


It is quite evident that larger organizations 
are beginning to sense the need for better 
control systems to be carried on as a func- 
tion in cooperation with but independent of 
the Accounting Department. This need is 
just receiving recognition because in the past 
when large profits were made easily and the 
volume of business depended largely on the 
ability to produce, there was no need for any 
careful analysis of marketing problems in 
order to dispose of the products manufac- 
tured. 

This situation: will be entirely reversed in 
the future because markets are becoming 
saturated and intense competition is causing 
margins of profit to be narrowed. For this 
reason it is essential that Management place 
itself in a position to create policies and plans 
based on indisputable facts, so that the or- 
ganization may live a long and profitable 
life. 
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The Turn-over of the Refrig- 
erator Market 


LAWRENCE C. LOCKLEY 
Division of Commercial Research, The Curtis Publishing Company 


pve BELIEF ON the part of many in the 
industry that mechanical refrigeration is 
nearing a saturation point among the upper 
income levels, and the tendency on the part 
of the industry to look to the low-income 
groups for a new volume market makes a 
consideration of the turn-over among pur- 
chasers of mechanical refrigerators perti- 
nent. Although such a consideration must be 
based on estimates, the past history of the 
industry is well enough known to allow the 
use of approximately reliable data in such an 
analysis. 


SATURATION OF MECHANICAL 
REFRIGERATORS 


Before any consideration of approaching 
saturation of the mechanical refrigeration 
market can be given, it is necessary first to 
reach some conclusion as to the total market 
available. Desire for mechanical refrigera- 
tors is not confined to any group, or to any 
income level. They represent a forward step 
in household science that is widely desired. 
But while it is true that many families os- 
tensibly living on a low income have bought, 
and will buy, mechanical refrigerators, such 
instances can usually be explained by the 
pooling of incomes of several workers. 
Typically, however, a reasonably adequate 
family income is requisite to the purchase— 
Say a steady income (or an average income) 
for a family of over $125 a month. Further, 
it can be assumed that the lower the family 
income, the less universal among the group 
will be the intelligence and foresight neces- 
sary to budget such a purchase; so that the 
nearer to this theoretical minimum of $125 
we approach, the smaller the proportion of 


the group we can expect ultimately to sell. 

Statistically, this income figure of $125 a 
month represents the most satisfactory aver- 
age minimum. Obviously, many exceptions 
can be found to it. Families receiving sub- 
stantially less than this amount may— 
through a fortunate combination of low ex- 
penses and the intelligence requisite to 
budget and to sacrifice on non-essentials— 
manage to buy mechanical refrigerators. As 
a matter of fact, many do. But there will 
usually be found, on investigation, some rea- 
son not statistically apparent: a newly mar- 
ried couple may rent living quarters from 
relatives for less than market rental; they 
may have been “set up” on marriage with 
clothing and furniture which allows them to 
devote the whole of their small income to 
food, rent, and the purchase of such items as 
mechanical refrigerators. Pretty generally, 
these refrigerator purchasers who have in- 
comes of less than $125 a month are free 
from the burden of supporting needy rela- 
tives, and have no accumulated obligations to 
be paid off. And, moreover, they are excep- 
tional cases. 

By the same token, many families with 
more than $125 a month are unable to afford 
mechanical refrigeration. General income 
statistics rarely take account of indebtedness 
due to expensive illnesses ; the dependence of 
either or both wife’s and husband’s parents ; 
the commitment to relatively expensive pro- 
grams of insurance investment; mortgage 
payments; or occupational or professional 
expenses. Many young professional cou- 
ples—lawyers, physicians, university in- 
structors, et cetera—must maintain a stand- 
ard of living in excess of what is justified 
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by their actual incomes, and must acquire the 
tools of their professions, often having to 
assume heavy obligations to do so. More- 
over, living costs in several of the metro- 
politan centers are sufficiently greater to 
necessitate the most careful expenditure of 
family income. 

Whereas those exceptional cases of fami- 
lies buying mechanical refrigerators on small 
incomes are sufficiently spectacular to make 
more of an impression than their numerical 
weight may justify, those exceptions above 
the line are unobtrusive. They are families 
who make no parade of their economic handi- 
caps, and are likely to escape the attention 
of the statistician. But they are just as im- 
portant in the market estimate as the other 
group. 

In view of the fact that exceptions below 
the average are balanced by exceptions above, 
it seems safe to accept this minimum figure 
of $125 a month as truly indicative of the size 
of the total market. 

For convenience, we can judge incomes 
on the basis of rental value of homes—tak- 
ing (on the basis of the 1930 Census) all 
urban families owning homes worth $3,000 
or more, and all urban families renting 
dwelling units for $30 a month or more. For 
rural, non-farm families, we can probably 
drop this figure to $2,000 and to $20 a 
month. For actual farm homes any estimate 
must be dependent on some estimate of the 
rate of rural electrification. (At present ap- 
proximately one million of the 6% million 
occupied farm homes are electrified.) Prob- 
ably as good a general guide as we could find 
would be the number of farm homes having 
telephones. The total of these groups might 
reasonably be regarded as the aggregate po- 
tential market for mechanical refrigeration. 
The figures—from the 1930 Census— 
follow: 


Owned urban homes valued at $3,000 or 


DERE res, eee eee eer eee 5,895,590 
Rented urban homes renting for $30 or 
ac die ae sok aie aseeinaod 5,054,530 
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Rural non-farm homes valued at $2,000 


NE Saka bain eas wens be8 1,832,972 
Rural non-farm homes renting at $20 or 
CE ED anc eaecunamena cee eunn 605,712 
Farm homes with telephones .......... 2,139,194 
Total 15,527,998 


At the present time, then, it seems reason- 
able to set the saturation point for sales 
of mechanical refrigerators at, roughly, 
15,525,000 homes.* 

Several factors may operate to modify 
this aggregate. First, as population increases, 
this point of saturation will increase in ab- 
solute size. Second, if retail prices of me- 
chanical refrigerators are substantially 
reduced, it is reasonable to assume that 
people with lower incomes will become able 
to buy them. Third, if present plans for in- 
creasing the economic welfare of depressed 
groups are effectuated, people now unable 
to buy may then become able to buy. Fourth 
(and closely related to the third point), if 
the Federal Government succeeds in reha- 
bilitation programs for depressed rural 
groups, and in a consequential number of 
subsidized low-rent housing developments 
for slum tenants, a greater number of low- 
priced mechanical refrigerators may be ab- 
sorbed. A factor of contrary significance 
should be mentioned ; aggressive advertising 
and merchandising campaigns for expensive 
“natural-ice” refrigerators which are sold in 
direct competition with mechanical refrig- 
erators may divert the purchases of some 
part—and possibly a considerable part—of 
these logical prospects for mechanical re- 
frigeration. 

These modifying factors, however, are 
factors that may operate in the future. At 
the present time, this aggregate of 15,525,000 


* This estimate applies to the aggregate market 
An estimate for single sales exclusive of multiple 
sales (as to apartment houses) would have to be 
based on figures for one- and two-family dwell- 
ings. Such a modification would influence conse- 
quently only the rented urban homes classification 
and might reduce this group by 10% and thus re- 
duce the aggregate estimate by 500,000. 
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homes—most of which will buy only one 
refrigerator—constitutes the visible satura- 
tion point. 

If various estimates of the total number 
of mechanical refrigerators in use be ac- 
cepted, it seems likely that, at the beginning 
of 1937, there were approximately nine 
million homes enjoying the advantages of 
mechanical refrigeration.* That would leave 
a theoretical sales volume available for ex- 
ploitation of 6,525,000 boxes. Although sales 
potentials are like vacuums, in that they are 
only to be approached, and never completely 
realized; and although a part of these po- 
tential purchasers are certainly those who 
will be most difficult to sell, there appears 
to be a back-log of new sales to stabilize 
rate of sale for mechanical refrigerators 
until the replacement market has grown to 
its ultimate and full dimensions. 

Ultimately, it may be expected that the 
bulk of mechanical refrigerator sales will 
be replacements, or sales to newly estab- 
lished homes. At the present time, there are 
approximately 1,325,000 marriages a year. 
Presumably these newly established homes 
will be able to afford mechanical refrigera- 
tion in about the same proportion that homes 
already established can. Thus, there appears 
to be an annual market expectancy of 
689,000 sales to newly established homes. 

The length of life of a mechanical refrig- 
erator will vary with the quality of the 
merchandise, and the treatment to which it 
is subjected. However, a period of ten years 
is usually accepted as the length of satis- 
factory service for refrigerators of good 
quality. Any generalizations based on this 
figure will probably be unduly conservative 


* According to Dr. Persons (An Economist’s 
Appraisal of Domestic Electric Refrigeration by 
Warren M. Persons) there were 7,250,000 me- 
chanical refrigerators in use at the end of 1935. 
During 1936, there were sold 1,892,400. Deducting 
from this volume 10% as replacement sales, there 
was an addition of 1,703,160 boxes to the total in 
use, or 8,953,160 boxes in actual use. It would 
seem that a figure of 9,000,000 boxes is a reason- 
ably accurate figure for purposes of estimate. 
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because of the number of inefficient and 
cheap boxes that have been sold—boxes 
which would increase somewhat this average 
figure for replacement, but which have served 
a purpose in introducing consumers to the 
advantages of mechanical refrigeration. 

One more point must be mentioned before 
any conclusions can be drawn. Previous 
studies have indicated that the conclusion 
to purchase a mechanical refrigerator has a 
germination period of two to three years— 
that householders have the purchase in mind 
during this length of time, and gradually 
make up their minds first, to buy, and second, 
to buy a particular brand. 

For the year 1938, it seems probable that 
the total sale of mechanical refrigerators 
would be made to new homes, to homes al- 
ready established but not previous users, and 
to homes replacing worn out or obsolete 
mechanical refrigerators: 

Newly established homes, able to afford .. 689,000 
Previously established homes (to be con- 
servative, we allow 10% of the back- 


DES iruraicuce aca bike kine ae ee a ed 652,500 
Replacements (actual sales for 1928) .... 560,000 





Total 1,901,500 
In view of the conservative weighting of 
figures at every point, it seems more reason- 
able to expect total sales, during 1938, of 
from two million to two and a half million 
mechanical refrigerators. But taking the 
most conservative figures available, and 
making allowance for the “germination 
period” for purchases, the sales expectancy 
would be as follows: 


New 10% Replace- Total 
Year Homes _ Back-log ment Sales 
1938 689,000 652,500 560,000 1,901,500 
1939 689,000 652,500 840,000 2,181,500 
1940 689,000 652,500 850,000 2,191,500 
1941 689,000 652,500 965,000 2,306,500 


Sales rarely occur spontaneously. The 
sales to be made in each of these years must 
be the result of about three years previous 
advertising. Therefore, in addition to the 
audience comprising those who purchase 
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during the year, the industry must reach 
those who will purchase during the next three 
years. And it is particularly important that 
the manufacturer of any brand of mechani- 
cal refrigerator keep this larger audience in 
mind. 

Clearly, it will be made up of three years 
of brides-to-be (who will be forming their 
purchasing preferences before they march 
to the altar) ; of three times the annual quota 
of the back-log of yet unsold homes where 
purchasing power makes the purchase seem 
possible; and the probable replacement 
market for the three coming years. This 
larger additional audience—necessary to 
insure continuity of sales—would be, for 
these same years, as follows: 


1938 6,679,500 
1939 6,679,500 
1940 6,919,500 
1941 7,229,500 


It seems clear that the replacement market 
for mechanical refrigerators is developing 
well in advance of any acute danger of 
saturation. Yet there are various new brands 
of mechanical refrigerators—many of them 
manufactured by firms experienced in de- 
veloping consumer markets. And while these 
figures seem amply conservative for the in- 
dustry as a whole, they also indicate the 
necessity for maintaining, and even increas- 
ing, the aggressiveness of advertising and 
merchandising on the part of those manu- 
facturers who wish to hold and to increase 
their share of the market. 


SUPPLEMENTARY ANALYSIS OF BASIS FOR 
MarkKeEtT ESTIMATES 


Just as in the cases of automobiles, 
vacuum cleaners, and electric irons, the me- 
chanical refrigerator industry is rapidly 
reaching the point where it will find the pre- 
ponderance of its market among previous 
users and among those people who, each 
year, grow up to adult status. Research in the 
automotive field indicates that there are only 
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from seven to nine million buyers of new 
cars in the country, and that the rest of the 
approximately 22,000,000 owners of pas- 
senger cars are able to buy only second 
hand cars. It seems reasonable to expect 
much the same development—though with 
a larger base—for mechanical refrigerators. 


New Homes 


In general, it seems safe to assume that 
newly married couples coming from the in- 
come and cultural levels where mechanical 
refrigeration is an accustomed necessity will 
unhesitatingly buy boxes as soon as they can 
afford to do so. It would be unreasonable 
to expect all of them to do so immediately 
upon marriage. However, the annual flow of 
probable purchasers into the market irons 
itself out to an annual flow of purchasers of 
about the size of this total group of probable 
purchasers. For every 1938 bride who has 
to delay her purchase five years, there is 
likely to be a 1933 bride just reaching the 
point where she can purchase. The problems 
faced by the manufacturer in selling to this 
group are two: first, to increase desire for 
mechanical refrigeration to the point where 
—among deferable purchases—the purchase 
of a mechanical refrigerator will have prior- 
ity; second, to attract the greatest part of 
this group to his own brand. This latter task 
is one which will require aggressive advertis- 
ing because of the satisfactory experience 
these probable purchasers have had in the 
homes from which they came with all good 
brands of mechanical refrigerator. 


THE BACK-LOG OF POSSIBLE SALES VOLUME 


According to the estimates given above, 
in the neighborhood of 6,525,000 homes pre- 
sumably able to buy mechanical refrigerators 
have not yet done so. It cannot be expected 
that all of these will buy. Moreover, there 
is no statistical basis for indicating what part 
will buy, or at what annual rate they will 
buy. Our estimate of 10 per cent a year is 
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purely arbitrary. It seems likely that, of all 
of those who have been able and who still 
are able to buy, these are the less able and 
most dilatory. The cream of the total market 
(that most responsive group who will buy 
in response to the minimum of advertising 
and merchandising effort) is _ partially 
skimmed. Possibly two or three million of 
this remaining 6,525,000 will buy readily. 
But the farther down in this group a manu- 
facturer goes for his sales, the more resist- 
ance he will meet, the higher his selling costs 
will rise, the cheaper the box he will have 
to offer, and the more attention he will have 
to pay to the credit of dealers who will be 
encumbered by contingent liability on install- 
ment contracts. 
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THE REPLACEMENT MARKET 


If we figure an average interval of re- 
purchase of ten years, it becomes evident 
that the replacement market will be a truly 
volume market for the first time in 1938, 
and that thereafter, it will grow in impor- 
tance. Possibly 1937 is the turning point, 
when the industry’s attention on new sales 
must give way to a primary emphasis on 
replacement sales. It is hardly necessary to 
stress the fact that the people who are now 
coming into the replacement market are 
those who were, ten years ago, leaders in 
taking initiative. They are the people who 
can spend money more readily, and who can 
be sold replacement refrigerators as readily 
as they were sold the first time ten years ago. 





Sales Cost Accounting and the 
Robinson-Patman Act 


CHARLES H. SEVIN 
Chicago, Illinois 


HE FREQUENTLY mentioned, but probably 
"LT setdom read section 2 (a) of the Robin- 
son-Patman act limits the extent to which 
the same commodity can be sold to compet- 
ing customers of a given seller at various 
prices. 

Any price differentials quoted must be 
based on disparities in the cost of doing 
business resulting from the differing 
methods or quantities in which commodities 
are sold or delivered. Only cost differentials 
traceable to some distinction between par- 
ticular customers in the quantities purchased 
by them or in the methods of sale and de- 
livery to them, can be used to support legal 
price discriminations. 

Savings in cost due to the fact that the 
customer has not immediately utilized par- 
ticular facilities which the seller cannot dis- 
pense with in the ordinary course of his busi- 
ness, cannot be used to justify price 
differentials. Neither can the economist’s 
concept of marginal or incremental costs be 
so used; 1.e., savings in overhead cost per 
unit resulting to the seller’s entire volume as 
increased by a particular customer’s busi- 
ness. 

A price distinction, if granted by the 
seller, need not be exactly equal to the cost 
difference, but it must not exceed it; the 
cost difference is the upper limit to the price 
difference. The utilization of price discrimi- 
nations under the act is a privilege and those 
who make use of this privilege must be ready 
to defend themselves when challenged. 

It remains to be learned, from the future 
administration of the act, to what extent 
analytical distribution costing methods will 
carry legal weight. By the very nature of 


marketing activities sales cost analysis in- 
volves difficult and complex joint cost situa- 
tions ; and any allocation of costs to particu- 
lar customers and commodities is arbitrary 
to a degree. The question is: Can such costs 
be the basis of legally defensible price dis- 
criminations ? 

The fundamental principles of distribu- 
tion cost accounting have probably been most 
clearly developed in the studies undertaken 
by the U. S. Department of Commerce.’ 
These principles are but two: First, expenses 
are classified into functional cost groups ac- 
cording to basic differences in the character 
of work performed. The activities or proc- 
esses in a particular case are determined, 
and then all the costs of each function are 
ascertained. The next step is to allocate these 
functional cost groups to individual com- 
modities or customers on the basis of certain 
commodity or customer characteristics 
which have a strong and direct influence on 
the amounts of these cost groups. It is neces- 
sary to determine commodity and customer 
characteristics, variations in which are 
closely correlated to variations in the func- 
tional costs. 

Distribution cost accounting has a resem- 
blance to production cost accounting. Pro- 
duction costs have usually been classified 
into direct material, overhead, and direct 
labor. Direct material corresponds to the cost 
of goods sold in a merchandising establish- 
ment. Overhead costs in the factory can be 
defined as “the costs of maintaining capacity 
for work” which largely accrue whether or 


*See the “Distribution Cost Studies,” Bureau 
of Foreign and Domestic Commerce, U. S. Dept. 
of Commerce. 
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not any products are manufactured. Simi- 
larly there are costs of maintaining distribu- 
tive capacity which accrue whether or not 
any sales take place. These overhead or 
maintenance costs can be recognized in the 
expense of keeping a warehouse and a stock 
of merchandise ready for sale. An inventory 
requires both an investment and occupies 
space, hence maintenance is divided into in- 
vestment and storage costs. 

The distributive work of the marketing 
organization, in comparison with the direct 
labor or productive work of the factory re- 
sults in a flow of commodities through the 
establishment and to the customer and so are 
called ‘“‘movement”’ costs. The activities in- 
volved in movement are of two kinds: the 
labor required for the actual physical move- 
ment of goods and second, the clerical work 
necessary to facilitate and record the physi- 
cal movement. This suggests a division of 
the movement function into handling and 
order routine costs since the amount of 
physical and clerical efforts depend on differ- 
ent factors. 

In addition there is an element of distri- 
bution which does not appear in production ; 
it is the work of the marketing organization 
to maintain contact with customers. This 
function consists of promotion, or persuad- 
ing the customer to buy through personal 
contacts and advertising, and also reimburse- 
ment. 

While commodity and customer character- 
istics are the determining elements in allocat- 
ing the functional cost groups, it is apparent 
that some costs are influenced largely by the 
commodity, others by the customer, and still 
others by the commodity and customer act- 
ing together. It is clear that the amount of 
the investment costs, including such items 
as interest, insurance and taxes are depend- 
ent on the value of the inventory. Accord- 
ingly investment costs are allocated to 
individual commodities on the basis of the 
values of their average inventories. Storage 
costs are apportioned to commodities 
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through a measurement of the amount of 
space occupied by the item or the space 
reserved for it. 

Handling costs are allotted to individual 
commodities on the basis of the amount of 
physical labor required in handling them. 
When an attempt is made to discover those 
characteristics of a commodity which affect 
the time consumed in its handling, it is 
found that they are numerous; such as 
weight, bulk and packing requirements. The 
only way of determining the time required 
to handle various commodities is the method 
used in production costing, namely, time 
studies. In the work undertaken by the Dept. 
of Commerce, as a result of time studies, one 
type of physical unit was selected as a stand- 
ard and the handling time requirements of 
other units were stated in terms of 
standard. 

There is rather general agreement that 
the cost of performing the order routine 
function is determined largely by the number 
of sales invoice lines. Accordingly the meas- 
ure of the responsibility of a particular 
commodity for these costs is the number of 
times it appears on a sales invoice. 

Promotional and reimbursement costs 
vary mainly with customer characteristics 
and it is only possible to measure the degree 
of commodity responsibility for these ex- 
penses. Where promotional efforts differ 
between one commodity and another, the 
variation usually is correlated with differ- 
ences in gross margin. On fast moving low 
margin commodities, the margin is usually 
low because it no longer requires strenuous 
selling effort. Promotion costs are divided 
between commodities on the basis of their 
individual percentages of the total gross 
profits. 

The only characteristic which measures a 
particular commodity’s participation in re- 
imbursement costs is its sales volume. Cus- 
tomer charactertistics being held constant, 
an item which had a greater sales volume 
would require a greater reimbursement 


this 





216 


effort than one with a smaller sales volume. 

Determining customer costs and profits 
parallels the procedure of costing commodi- 
ties. The cost of the maintenance function, 
which is only indirectly affected by customer 
characteristics, is allocated on the basis of 
a single factor. The investment and storage 
costs of a commodity are obviously affected 
by its rate of turnover. It is the customers 
who fail to buy a commodity, or who buy 
less frequently, who would be responsible 
for a low rate of turnover and higher main- 
tenance costs. But it would be unequitable 
to charge customers with this responsibility 
since many other factors such as buying 
policies affect the turnover rate. If a con- 
stant rate of turnover is assumed as between 
customers, then the cost of goods sold in- 
dicates the extent to which storage and in- 
vestment costs may be charged to each 
customer. 

Movement costs are more directly affected 
by customer traits. Handling costs, it is true, 
are affected by the physical attributes of 
commodities for which the customer is not 
responsible ; the customer does, however, in- 
crease movement costs when he buys more 
frequently or in smaller quantities. Move- 
ment costs are assessed against customers on 
the basis of the number of invoice lines, 
which results in assigning relatively more 
movement costs to a customer who orders 
frequently in small amounts. (To cover vari- 
ations in delivery service, if these are con- 
siderable, customers can be departmentalized 
according to methods or distance of ship- 
ment. ) 

The cost of contacting customers is ob- 
viously largely determined by customer 
characteristics. In the absence of more ac- 
curate time studies, the amount of resistance 
which the customer offers to the salesman’s 
persuasion to buy and the amount of time 
the salesman spends in ironing out griev- 
ances and obtaining goodwill, can be meas- 
ured by the number of personal calls made 
on a particular customer (whether he buys 
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or not). Since the object of promotional 
activities is the maintenance and extension 
of gross profit, it has also been advocated 
that promotion costs be allocated to individ- 
ual customers on the basis of the amount of 
gross profits obtained from them. Important 
theoretical considerations are involved in the 
adoption of either basis. 

Reimbursement involves both the routine 
handling of payments and the occasional 
efforts of collecting delinquent accounts. The 
amount of clerical work in handling pay- 
ments depends on their number and hence 
is distributed to individual customers on 
this basis. Since the investment tied up in 
delinquent accounts and the effort spent in 
collecting them largely depends on the 
amount outstanding, this is the basis of ap- 
portioning the collection costs. 

In summary, the functional cost groups, 
which of course in a particular instance 
would depend on the activities performed, 
and the bases of allocation are as follows: 


Functional Costs Bases of Allocation 


To Commodities To Customers 


1. Maintenance Cost of goods Sold 
A. Investment 


B. Storage 


Average inventory 

Floor Space Oc- 
cupied 

2. Movement No. of Invoice 
: lines 

No. of handling 


A. Handling 
Units 
B. Checking No. of Invoice 
lines 
3. Contact 


Gross Profit 
Sales Volume 


A. Promotion 
B. Reimburse- 
ment 
1. payments 
2. collection 


No. of contacts 


No. of payments 
Amount outstand- 

ing 

The factors indicated as bases of alloca- 
tion would have to be known for each com- 
modity and customer in order to determine 
its cost and profit. They would be used for 
determining what part of the corresponding 
functional cost group should be borne by 
a given commodity or customer; the sum of 
these costs (which include all the expenses 
of the business) would give the total operat- 
ing cost and this, subtracted from the gross 
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profit obtained from the commodity or cus- 
tomer, indicates the profit or loss earned by 
it during the period. 

By the use of this method the Dept. of 
Commerce has allocated costs to individual 
commodities and customers with very in- 
teresting results. In a study made of a 
wholesale druggist? it was found that while 
the average cost of operation was 16.2%, 
the tobacco department cost 7.3% while the 
prescription department cost 21.9% ; a vari- 
ation of 14.6% in the cost of selling different 
commodities. 

Much more significant were the results 
obtained from allocating costs to customers 
classified according to their volume of pur- 
chases, as shown in the accompanying table. 
The class of customers whose individual 
purchases were more than $25,000 annu- 
ally were served at a cost of 7.7 as a per cent 
of sales, while there was an expense of 
201% in selling that group of customers 
whose annual purchases were under $10 
each! 


Cost oF SERVING CUSTOMERS ACCORDING TO 
ANNUAL SALES VoLUME® 


Total Op- 

erating 

Expense Per cent 

% of of Total Per cent of 
Annual Sales Sales) Customers Total Volume 
Under $10 201.0 31.9 0.2 
$10-$100 58.7 31.9 1.7 
$100-$250 37.8 7.7 1.8 
$250-$500 29.0 5.5 2.9 
$500-$750 34.2 as 2.9 
$750-$1000 29.5 2.6 3.2 
$1000-$2000 22.9 6.1 13.0 
$20,000-$25,000 9.3 .064 2.0 
Over $25,000 7.7 .064 2.9 


It is interesting to observe that the cus- 
tomers in the three smallest volume groups 
constitute 71.5% of the total number of 
customers served by this wholesaler and yet 
they contribute only 3.5% to his total sales 


*“Wholesale Druggists Operations” pp. 74; ff. 
Bureau of Foreign and Domestic Commerce, U. S. 
Dept. of Commerce. 

* Op. cit., tables 4 and 5. 
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volume. It might be thought that this is a 
special case, but that the market is saturated 
with exceedingly small-volume business be- 
comes evident no matter from what angle 
one surveys the situation. Quoting from the 
1935 Census of Business :* “reflecting the 
fact that the majority of the establishments 
(all wholesale merchants and industrial dis- 
tributors in the U.S.) are in the smaller size 
groups . . . 60% of the establishments, the 
smaller ones, did 10% of the business, while 
approximately 10%, the larger ones, ac- 
counted for 60% of the total volume,” (of 
wholesale trade). 

In the volume on retail trade we find 
that “Sixty percent of all stores in 1935 did 
less than $10,000 of business (each) and ac- 
counted in the aggregate for 11.0 percent 
of the total volume of retail sales. In con- 
trast, stores with 1935 sales of $50,000 or 
more, although representing only 7.2% of 
all stores, accounted for 53.3% of total 
sales.’ 

Necessarily brief as was the description 
of sales costing methods, it was evident that 
the expenses of the distributor are deter- 
mined, not by his sales volume, but rather 
by such factors as the number of customers, 
number of invoice lines, etc., and yet the 
greatest part of these factors bring in only 
a very small portion of the sales volume. It 
seems as if in the typical marketing organi- 
zation, only a negligible portion of the sales 
is responsible for the incurrence of a dis- 
proportionately large part of the total ex- 
penses; and that this business may be de- 
cidedly unprofitable. 

In view of the methods, limitations, and 
results obtained from a sales cost analysis 
the question remains: Can such costs be the 
basis of legally defensible price policies? 
Before the passage of the Robinson-Patman 
Act, Mr. Wroe Alderson outlined one means 
of basing prices on selling costs: 

*Census of Business: 1935. Vol. I “Wholesale 


Distribution” p. 30 Bureau of the Census. 
°Op. cit., Vol. 6 “Retail Distribution” p. 17. 
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... price must of course involve both 
commodity and customer conditions. ...A 
price might be attached to each commodity 
sufficient to pay its way through the estab- 
lishment, together with a profit for handling 
it. It should be assumed, however, that each 
commodity is to be sold to a customer of 
unfavorable type. ... A series of discounts 
from these inflated prices might then be ap- 
plied to account for the fact that some cus- 
tomers are less costly to serve than others. 
... Such a plan . . . does not, moreover, 
violate the principle of the one price system, 
since there can be no equality of price except 
for equivalent services rendered.’”® 

Whether the Federal Trade Commission 
would accept such policies and whether 
business men generally would adopt them, 
is, perhaps, at the present stage a matter to 
be decided by individual judgment. But a 
more scientific determination of prices is 
probably not the most important benefit 
which may grow out of a more general 
knowledge of distribution costs. 

Another section of the Robinson-Patman 
Act makes the positive statement that sell- 
ers may select their own customers. No 
statement of law is necessary to point out 
that distributors may also select the com- 
modities which they offer for sale and their 
operating methods. 

In every case where the results of a dis- 
tribution cost analysis have been made avail- 
able, a large number of customers and com- 
modities carried have been revealed as being 
decidedly unprofitable. In the study of the 
wholesale druggist’s operations mentioned 
above it was commented that “needless to 
say the customers in the three smallest vol- 
ume groups are a constant loss to the whole- 
saler and should be eliminated.’ 


* From an address by Wroe Alderson before the 
American Marketing Society, Dec. 28, 1931. 
"Op. cit., p. 13. 
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This does not mean that every unprofita- 
ble commodity and customer should be 
dropped. Distribution cost analysis not only 
reveals where the losses are occurring but a 
proper interpretation of the facts will pro- 
vide guides for a modification of operating 
policies. Management, through action based 
on facts, can often turn items which were 
incurring losses into sources of profit. The 
Western Electric Company over the period 
1924-1927 increased the average size of cus- 
tomers account from $708.00 to $1,376.00; 
the average size of order from $85.66 to 
$112.06; the average invoice lines from 
$67.98 to $80.00.* 

The validity of any cost system depends 
upon the results obtained from its use. One 
hardware wholesaler as a consquence of a 
sales cost analysis decided to eliminate all 
commodities and customers which clearly 
could not be turned into a source of profit. 
Of the 12,000 items listed in his catalog 
5,500 were dropped from the line; and out 
of 1,432 accounts on the books about 700 
were found to be unprofitable. The first year 
after they were dropped, net profits were 
three times as great as annual earnings had 
been previously.’ 

If, as often predicted, the Robinson- 
Patman Act will lead to a more general 
knowledge of distribution costs, then it is 
reasonable to expect that not merely changes 
in pricing policies will result but also a defi- 
nite acceleration of the tendency toward 
selective distribution. Instead of merely 
striving for an ever increasing sales volume 
regardless of its profitability, the aim of 
marketing will shift toward “selling the 
right products, in the right quantities to the 
right people in the right locations.” 

*Leverett S. Lyon, Hand to Mouth Buying, 
Chap. 21. Brookings Economic Institution. 


®*“Analyzing Wholesale Distribution Costs,” 
U. S. Dept. of Commerce. 











Installment Credit Principles 
Reconsidered 
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Epitor’s Note: This review of installment credit 
is presented as a forerunner to Professor Haring’s 
discussion before the American Economic As- 
sociation at Atlantic City in December 1937. It is 
expected that Professor Haring’s paper will be 
printed in full in the next issue of this JOURNAL. 


: bay RECENT growth of installment selling 
in dollar volume and also in proportion 
of all retail sales is characterized by tend- 
encies toward the lowering or elimination of 
down payments, the reduction or abandon- 
ment of carrying charges, and the lengthen- 
ing of the credit period. The deferred pay- 
ment technique is being extended to include 
non-durable or “soft” goods, and in an in- 
creasing number of department stores, under 
“store-wide” plans all items from notions on 
up are being sold on easy payments. The 
effort of installment sellers to reach lower 
and lower in the income scale is marked. 
These developments suggest that a re- 
consideration of installment credit principles 
may be interesting. Some refinements and 
additions appear desirable. It will be con- 
venient to analyze the installment credit 
problem in its three principal phases: credit 
extension, control, and collection. 


I 
CREDIT EXTENSION 


Granting the credit privilege. The first 
principle in any kind of credit business is 
that new customers should be selected care- 
fully after thorough investigation. The credit 
investigation should be more thorough in 
installment than in open account credit for 
at least three good reasons. The merchant 
expects to sell more, and risk more, per 
customer when accounts are on an install- 


ment rather than a monthly charge basis. 
Installment terms on either durable or non- 
durable goods allow a longer period for pay- 
ment than is contemplated in a strict charge 
business. Installment credit is now being 
offered to classes of consumers previously 
not considered worthy of open accounts or, 
in many cases, even of regular installment 
accounts. (The lengthening of terms and 
the reduction or elimination of down pay- 
ments and carrying charges are obviously 
for the purpose of attracting customers who 
could not qualify under the former stand- 
ards prevailing in installment selling. ) 

It should not be necessary to point out 
that the right of installment sellers of dur- 
able goods to repossess does not eliminate 
the need for thorough credit investigation. 
The expense of credit investigation is small 
compared with the costs of increased re- 
possessions. 

Closely allied with the first principle is 
another: the decisive factor in determining 
whether or not the installment credit privi- 
lege shall be granted should be the ability 
of the applicant to take on the extra in- 
debtedness—not the ability of the merchant 
to obtain a prior lien. That is to say, even 
though the merchant may be able to secure 
apparent protection for himself personally 
through wage assignments, confessions of 
judgment or documents giving right of re- 
possession, the application should not be ac- 
cepted if it would obligate the consumer 
beyond his capacity to pay his total obiiga- 
tions as agreed. 

In this connection it seems worthwhile to 
suggest for consideration some such general 
principle as the following: the family should 
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not be involved in future obligations, either 
for merckandise or for personal loans, the 
total of which cannot be paid out of ten per 
cent of the monthly income over a period of 
from 12 to 24 months at the maximum. For 
the lower income families the justifiable 
percentage would probably be less than ten, 
while for the higher income groups it would 
be greater than this figure. 

If credit managers are to refuse applica- 
tions when investigation shows that grant- 
ing the credit privilege would violate such 
general rules, it is evident that there is need 
for all the installment sellers and lenders in 
a community to cooperate in clearing through 
some central bureau so that a really com- 
plete list of the debts of an applicant, as 
well as his income, might be secured. 

Establishment and explanation of terms. 
In all types of credit transactions a funda- 
mental principle to be followed in granting 
the credit privilege requires that terms be 
clearly explained and agreement secured to 
pay within these terms. This problem is more 
involved in installment than in open account 
credit, where the understanding on terms 
need cover only the credit limit and the time 
when bills are payable. 

In formulating installment terms the en- 
terpriser should determine policy in regard 
to the following essentials: 1. the minimum 
installment sale; 2. the down payment; 3. 
the carrying charge; 4. the length of the 
contract and the schedule of payments; 5. 
rights and penalties. 

1. The minimum installment sale. 

It is especially the spread of the “budget” 
and “store-wide” types of installment selling 
(offering non-durable merchandise, and 
often all items handled by the store, on de- 
ferred payments) which has raised the ques- 
tion of the minimum installment sale to the 
status of a problem. Some stores accept in- 
stallment contracts amounting to as little as 
five or ten dollars. 

A wholly satisfactory solution of the 
problem would require a detailed knowledge 
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of the costs of conducting its credit business 
which the American retail store unfortu- 
nately does not now possess. The figure 
established for the minimum acceptable in- 
stallment sale would be set high enough so 
that the volume produced by sales of this 
size, taking into consideration the repeat 
business, would at least cover the direct 
costs on this class of business and make 
some contribution toward overhead. 

2. The down payment. 

It is desirable to establish not only a 
minimum down payment, usually expressed 
as a percentage of the purchase price, but 
also an absolute minimum down payment, 
expressed as a flat number of dollars. For 
example, a store’s budget terms may require 
a minimum down payment of “20 per cent 
but not less than $5.”’ Thus, on a $15 account 
not $3 (20 per cent) but $5 must be paid 
down. 

More important is the problem of de- 
termining what constitutes an adequate 
down payment. In the case of durable goods 
the ideal down payment should meet two 
requirements. It should be large enough 
easily to exceed the initial depreciation of 
the article (a) in market value (so that the 
seller will be protected if he has to repossess) 
and (b) in use value (so that the customer 
will feel that the goods are worth more to 
him than the amount he still owes). 

Thus, in the sale of goods which have a 
high immediate depreciation (e.g., auto- 
mobiles) dealers endeavor to secure down 
payments of 25 to 33% per cent or more, 
while in selling articles which depreciate 
but little or imperceptibly as a result of pur- 
chase (e.g., mechanical refrigerators) mer- 
chants apparently regard a down payment 
of ten per cent as satisfactory. 

The principle of requiring an adequate 
down payment is not merely to limit the loss 
of the seller in case he has to repossess. On 
the contrary, it is primarily to protect him 
from having to repossess by giving the 
purchaser an equity in the article and arous- 
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ing the desire to retain the merchandise 
which he feels is worth more than the re- 
mainder owing. 

In the sale of non-durable goods or other 
merchandise which is impossible or not ad- 
vantageous to repossess, it is undoubtedly 
desirable to require a larger proportion to be 
paid down than in the case of durable or 
repossessable goods. The ideal down pay- 
ment for this type of installment credit may 
be determined according to either of the 
following two principles. 

According to the first, the down payment 
should cover the retailer’s mark-up plus the 
carrying charges on the merchandise sold. 
According to the second, and logically more 
satisfactory, principle, the down payment 
should be of such size that, when the length 
of the contract and frequency of payments 
are taken into consideration, a collection 
percentage on this kind of business equal to 
the average collection percentage secured on 
open accounts can be obtained. (This is dis- 
cussed later in treating the question of the 
length of the contract and the schedule of 
payments. ) 

3. The carrying charge. 

If the installment selling of either durable 
or non-durable goods is to be fair to the 
cash buyer, the prompt-paying charge 
customer, the installment purchaser and the 
merchant, it appears that the carrying charge 
should be based upon three principles. 

First, it should be sufficient to make the 
installment customer pay his own way. The 
adequacy of the carrying charge can be de- 
termined only by the individual merchant 
making an honest and complete study of his 
costs of serving the installment customer. 
This would make possible the establishment 
of a satisfactory regular rate of carrying 
charge as well as a flat minimum carrying 
charge, expressed in dollars, to take care of 
small transactions where the calculation of 
the charge at the regular percentage rate 
would yield a sum too small to defray the 
unit costs. 
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Students of marketing are cognizant of 
“the virtually complete absence of accurate 
cost accounting data on department store 
installment operations,” and aware that the 
carrying charges generally applied by de- 
partment and specialty stores recently enter- 
ing the field in an aggressive manner are 
insufficient to make the installment pur- 
chaser pay his own way. This means that 
the cash customers pay part of the cost of 
the sales to installment customers. 

While the “six per cent” carrying charges 
of the large sales finance companies prob- 
ably reflect quite accurately, due to sharp 
competition, the actual costs plus a reason- 
able profit of efficiently handling transactions 
of large unit size, it does not follow, as the 
retail merchant apparently assumes, that a 
similar rate of charge is adequate for the 
type of business he is doing. 

The finance company gets an additional 
income from insurance placed on the auto- 
mobile. Also it is more strict and efficient 
than the retail store in accepting installment 
contracts, collecting, repossessing and so on. 
3ut far more important is the fact that the 
average size of the original unpaid balance 
upon which the company calculates its carry- 
ing charge is about $500. 

Even if the installment contract covering 
this $500 is made out for only six months, 
charging at the rate of “six per cent” yields 
the sales finance company $15 for meeting 
all costs and expenses, without considering 
the matter of insurance. But the same rate 
of charge on a budget plan installment bal- 
ance of $20 (for example, a $25 purchase 
of which $5 is paid down) running six 
months would give the department or other 
retail store only 60 cents. Yet the bookkeep- 
ing and collection costs are exactly as numer- 
ous and as large in dollars and cents in this 
transaction as in the case of the larger con- 
tract. 

There is real need for accurate study of 
the costs of serving the installment customer 
of the retail store. However, if retailers are 
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going to continue to guess at a sufficient 
carrying charge, it appears that a “ten per 
cent” rather than a “six per cent” charge 
would be much closer to the truth. 

The second principle regarding the carry- 
ing charge is that it should be expressed so 
as to tell the entire truth. This could be 
done by stating it not only in dollars but 
also as a percentage of the monthly balance. 
The common practice of expressing it in 
dollars and also as a percentage of the 
original unpaid balance is defective in two 
respects. It is misleading. It does not enable 
the customer to compare the cost of install- 
ment financing at various dealers or lenders. 

When, as is customary today, the carrying 
charge is expressed as six per cent of the 
original unpaid balance, the true cost rate 
to the consumer amounts to practically 12 per 
cent per annum, or about one per cent per 
month. It has been urged, therefore, that if 
installment sellers are to continue to quote 
their carrying charges in percentage figures, 
they express them not as “six per cent” but 
as “approximately one per cent per month 
on the balances outstanding.” If this way of 
expressing the carrying charge were adopted 
by installment sellers and lenders, the con- 
sumer would be enabled to compare easily 
the real rates of financing costs as between 
different stores and lending institutions, and 
to decide intelligently whether to pay cash, 
borrow if necessary, or buy from a competi- 
tor. 

The third principle concerning the carry- 
ing charge is that it should be refunded 
equitably on contracts which are paid out 
before maturity. In order to encourage 
prompt collections and to deal fairly with the 
customer who anticipates his installments, 
the store should set up a schedule indicat- 
ing the refunds to be made on contracts paid 
before maturity. 

4. The length of the contract and the 
schedule of payments. 

The length of the installment contract, 
like the amount of the down payment, should 


naturally vary with the nature of the 
merchandise. In the case of durable goods, 
the first principle regarding the length of 
the contract and the frequency of payments 
is the following. The rate of payment should 
be rapid enough so that at all times during 
the life of the contract the market value and 
also the use value of the merchandise shall 
easily exceed the total of the unpaid in- 
stallments. 

While this tends to protect the merchant 
from having to repossess and to safeguard 
him when he must repossess, it is apparent 
that a second principle is necessary: The 
length of the contract should be related to 
the applicant’s likelihood of continuing ca- 
pacity to pay. 

All considerations seem to point to the 
general proposition that the shorter the 
length of the contract the better for all con- 
cerned. For the longer the contract,—the 
more uncertain it is that the market or use 
value of the merchandise at all times 
throughout the contract is actually going to 
be substantially in excess of the total amount 
of installments owing and that the custom- 
er’s paying capacity is going to continue 
uninterrupted ; the greater is the capital re- 
quired to conduct a given volume of busi- 
ness; the larger are the losses on reposses- 
sions, the bad debts and the costs of collec- 
tion; and more of the consumer’s money 
goes into carrying charges and less into 
actual goods. In lines where most of the 
installment sales have come to be replace- 
ment purchases, the ultimate effect of longer 
terms may be to retard sales since the 
customer does not desire to replace until he 
has paid for his old model. Even in the sale 
of non-durable goods, longer terms may cut 
future sales because the customer can buy 
and pay for only so much each year. 

In determining the ideal length of con- 
tracts when non-durable goods are sold on 
budget plans the most important principle 
is the following. The down payment, the 
length of the contract and the frequency of 
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the installment payments should be arranged 
so as to yield a collection percentage on this 
class of business equal to that obtained by 
the store on its open accounts. For example, 
if a store’s collection percentage on its 
regular charge accounts is 50 per cent, it can 
also obtain the equivalent on its budget plan 
business by arranging the terms so as to re- 
quire a down payment of 20 per cent and 
the remainder in four monthly installments 
or a down payment of 33% per cent with 
five monthly payments. (In each of these 
three examples the investment required to 
carry the sales is the same; namely, 16.7 
per cent of annual volume. ) 

The reasoning in support of this principle 
is that the non-durable merchandise, usually 
of relatively small value, which is sold on 
budget or similar installment plans, con- 
sists of goods which are typically of the 
charge account type, and therefore should 
be sold upon terms which give as good a 
collection percentage as is obtained from 
regular open accounts,—unless the store 
wishes to lower its accounts receivable turn- 
over and transform itself into a lower class 
of establishment. Furthermore, the merchan- 
dise sold on budget plans is often largely 
of a seasonal nature. Unless it is paid for 
within a few months, one season overlaps 
the next and there tends to be interference 
with the customer’s normal purchasing. 

In regard to the schedule of payments, it 
is desirable to establish a minimum install- 
ment payment and to arrange the dates of 
payment to correspond as closely as possible 
with the dates upon which the customer 
receives his income. 

Department stores generally require 
monthly payments. But many clothing, 
jewelry and furniture houses require more 
frequent payments when possible, believing 
that it is more convenient for those custom- 
€rs who are paid every week or twice 
monthly to pay a small amount each pay day 
than to meet a large installment once every 
month, and that the practice brings custom- 
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ers more frequently into the store thereby 
tending to increase sales of small articles. 

But the bookkeeping and collection ex- 
penses, of course, are naturally increased. 
However, if department, dry goods and 
specialty stores continue to extend their 
efforts into the solicitation of business from 
the lower income classes, they may find that 
requiring more frequent than monthly pay- 
ments fromi wage earning customers is de- 
sirable or necessary. 

5. The rights and penalties. 

The installment contract should clearly 
state, in type large enough to be easily read, 
the rights of the parties and the conditions 
and nature of the penalties which may be 
imposed. To be just and fair to the customer, 
a contract giving the right of repossession 
should explain clearly the exact conditions 
under which this may be done and should 
provide for ample notice to the customer 
before repossessing. 

The contract may provide for various 
penalties in the form of fees for late pay- 
ment or delinquency, extensions, legal ex- 
penses, and repossession charges. Since the 
justification for these extra charges is to in- 
fluence the purchaser to pay as agreed (not 
to make a profit out of the mistakes of un- 
suspecting customers), he must be clearly 
told in advance what the fees and penalties 
are. 


II 
CONTROL 


In regular open account selling an author- 
ization system is set up to control the credit 
purchases of monthly charge account 
customers. In both regular installment and 
budget plan selling, credit purchases in addi- 
tion to the existing contract require the mak- 
ing out of a new contract or add-on agree- 
ment. It is at this point that control may be 
applied. 

The principle here is that the credit 
privileges of those customers who fail to pay 
an installment when due should be suspended 





224 


until accounts are restored to a prompt-pay 
basis. If the customer has other credit ac- 
counts in the store (for example, he may 
have a budget account, a regular installment 
account, and a charge account) credit 
privileges should be suspended upon these 
also until he is restored to a prompt-pay 
basis. Conversely, if it becomes necessary 
to suspend charge privileges upon a custom- 
er’s open account, further credit privileges 
should be simultaneously suspended upon 
his budget or installment account in the store 
until payments upon the charge account 
have been brought to terms. 

The application of control by means of 
the suspension principle does not operate 
in the sense of a mere mechanical cutting 
off of credit, but in the sense of requiring 
a discussion between the delinquent and the 
credit manager prior to final decision upon 
granting or refusing requests for additional 
credit purchases. As a result of the discus- 
sion, very generally either a cash payment 
of the part of the balance which is delin- 
quent is obtained or a new understanding 
which will restore the customer to a prompt- 
pay basis is secured, so that the additional 
credit purchases desired may be passed and 


the customer kept from becoming involved 
in debt. 


III 
COLLECTION 


The follow-up. In credit business the first 
principle in regard to the function of collec- 
tion is to follow up promptly and consist- 
ently upon failure of the customer to make 
a payment when due. This is probably more 
important in regular and budget installment 
credit than in open account credit because 
the amount past due increases with the lapse 
of time, and many installment sellers have 
found that an account which becomes two 
payments in arrears will usually give trouble 
throughout the rest of the contract. 

The principle of close follow-up in the 
case of both durable and non-durable mer- 
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chandise generally calls for the first re- 
minder to be sent on the next day (when 
contracts are on a weekly or semi-monthly 
payment basis) or within five days at the 
latest (when contracts provide for monthly 
payment) after accounts become delinquent, 
followed when necessary by subsequent 
notices according to a definite schedule. 

In addition, what may be called a pre- 
follow-up is used by some stores in all in- 
stallment contracts and by others on install- 
ment sales of certain merchandise like 
clothing, jewelry, furs or silverware which 
they consider as requiring special precau- 
tion. That is to say, a reminder is sent to the 
customer five days before each payment 
date, or at the time of sale he is given a 
coupon book containing a dated remittance 
coupon for each payment. 

A second principle underlying collection 
follow-up differentiates somewhat between 
durable and non-durable merchandise. In 
the case of durable or repossessable goods, 
either the delinquent payment should be 
secured or the merchandise repossessed be- 
fore the next payment comes due. (This 
should be the invariable rule in dealing with 
new customers who fail to make the first 
installment called for in their contracts. 
With customers who miss after having made 
a number of payments and built up a siz- 
able equity, the procedure is either to get 
the payment or to secure a new arrangement 
before the next installment becomes due, 
avoiding repossession if possible.) In the 
case of non-durable or non-repossessable 
goods, either the delinquent payment or a 
new understanding should be secured be- 
fore the next payment comes due. The un- 
derlying reasoning here has already been 
indicated. 

Helping delinquents. A third principle in 
collection, which applies to open account as 
well as to installment credit, requires that 
the merchant, instead of merely dunning 
and threatening, show the delinquent how 
he can pay or extricate himself. 











n 


in 
as 
iat 
ng 


OW 








THE JOURNAL OF MARKETING 225 


In routine cases, often it is only necessary 
to resell the purchaser on the merchandise 
or to extend the maturity of the original 
contract with or without reduction in the 
size of the installment payments. In co- 
operating with delinquents, the general prin- 
ciple is that extensions or similar adjust- 
ments should be made only upon considera- 
tion of a definite new arrangement which 
is strictly to be fulfilled. In other words, 
the opportunity should be used to put the 
customer on a definite prompt-pay basis for 
the future. 

In the case of delinquents who are found 
to be slow with a number of other merchants, 
the customer is often advised to borrow and 
is frequently offered a substantial discount 
if he raises the money to pay off the con- 
tract at once. For the fact that he has be- 
come delinquent with others is a danger sig- 
nal indicating either that collection will be 
long drawn out and unduly expensive or that 
the account will develop into a bad debt loss. 

In heavily involved cases, the delinquent 
is so badly enmeshed in debt that no exten- 
sion would be justified or worth while and 
no borrowing is possible. He is often per- 
suaded to make an arrangement with the 
local credit bureau to pool his debts, and 
sometimes the pooltng arrangement must 
allow a scaling down of the indebtedness. 
The debtor then makes regular payments 
out of his income to the credit bureau which 
distributes the money pro rata among his 
creditors. 


Decisive action. In the collection phase of 
installment as well as open account credit an 
important principle is that decisive action 
should be taken just as soon as it becomes 
clear that customers are either able but un- 
willing to raise the money to pay, or will 
never be able to pay. Here the installment 
seller of durable goods is at an advantage 
compared with the merchant selling on open 
charge account. 

When no response is received to efforts to 
collect a regular installment account, de- 
cisive action is usually taken as follows. If 
the credit manager is of the opinion that the 
account is collectible under judgment, very 
often it is the practice to institute suit in 
preference to repossession. If he is of the 
opinion that judgment would be uncollect- 
ible, repossession is made. The principle 
here is to either proceed against the pur- 
chaser on his contract or to repossess, since 
to do both would smack of extortion. 

In the installment selling of non-durable 
merchandise which is impossible or not 
worth while to repossess and where the con- 
tract is not secured, the seller finds himself 
in the same position as the merchant doing 
a regular charge account business. That is 
to say, when the customers are able but un- 
willing to pay, acting decisively can take 
only the form of using collection agencies 
and legal services. While if the purchaser is 
simply unable to pay, the installment seller 
has nothing left to do but to charge the 
account off as a bad debt. 








The Census of Agriculture—A Primary 
Guide to Profitable Farm Markets 
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Eprror’s Note: This article and the one which 
follows deal with the statistical measurement of 
highly important parts of the total market in the 
United States. It hardly needs to be pointed out, 
yet it is perhaps worth while to do so, that no 
statistical measurement is better than the defini- 
tion of classes on which it is based. 


GRICULTURE has staged the greatest come- 
A back of all industrial groups in produc- 
tion of income since the low point of 1932, 
and, at the same time, farm population has 
expanded to the largest figure ever recorded 
in American history. This combined increase 
of income and population provides a farm 
market which deserves intensive analysis 
and aggressive cultivation. Marked changes 
have taken place in the composition and 
characteristics of this market since 1930. If 
the marketing research man wishes to ap- 
praise these changes, he will do well to 
study the “grass root” statistics of the 
Census of Agriculture and the estimates and 
analyses of the Bureau of Agricultural Eco- 
nomics and the Bureau of Foreign and 
Domestic Commerce. 

Some of the people thrown out of work 
by the depression moved from industrial 
areas to rural sections where they could at 
least keep body and soul together through 
their own labors. One person out of every 
sixteen living on farms in 1935 was in a 
town or city in 1930. Such shifts of popula- 
tion and sources of incomes bring corre- 
spondingly drastic changes in markets. It 
behooves the marketing research man not 
only to follow these shifts but to analyze 
them and appraise their effects. The extent 
and rapidity of these movements, since 1929, 
offer a challenge to the initiative of any re- 
search worker, and he will need all the sta- 


tistical tools made available to him. 
Marketing men using data from the 1930 
and the 1935 Censuses of Agriculture are 
able to make scientific revisions in the alloca- 
tion of their advertising and sales efforts. 
The 1930 census introduced, among other 
things, a county by county compilation of 
the number of farms by gross income 
groups.' Based on these data Successful 
Farming issued a graphic study, the pur- 
pose of which was to show that this publica- 
tion has concentrated its distribution in high 
income areas and is, therefore, an attractive 
medium to national advertisers.” In a narra- 
tive of charts and tables the location and the 
degree of concentration of farm income is 
vividly unfolded before the reader. These 
data could further be developed to include a 
measure of retail purchases on a per capita 
basis. Correlation of 1935 Retail Distribu- 
tion data with Census of Agriculture ma- 
terial for 1935 offers a further basis for 
measuring farm markets. A vice-president 
and sales manager of a large agricultural 
implement company said this study gives “a 
very accurate picture of agricultural buying 
power throughout the country.” Chiefly as 
the result of this study it is his intention to 
extend distribution into certain territories in 


*The Census of Agriculture has a tabulation of 
the number of farms by 11 income groups. This 
has been published for all the United States, for 
each State, and in part, for each county by type of 
farm. All of these income groups are not shown 
for each county, but they are available from the 
Bureau of the Census at cost. Similar data are 
not available for 1935. 

* Concentrated Farm Buying Power, published 
by Meredith Publishing Company, Des Moines, 
Iowa, 1937. Data of the 1935 Census of Agricul- 
ture were not yet available when this study was 
undertaken. 
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New York and Pennsylvania where his com- 
pany does not now have dealers. 

The 1935 Census of Agriculture shows 
changes since 1930 in the number of farms, 
in the size and location of the rural popula- 
tion, in the amount of land used for each 
crop, in the number of part-time operators 
and other data valuable for marketing re- 
search. Totals are arranged in such a way 
that comparisons can easily be made for each 
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tories, veneer manufacturers, implement 


manufacturers, and others who wish to 
locate new areas and sections in which pro- 
motional effort afford a reasonable promise 
of profits; second, produce and commission 
merchants who are seeking new sources of 
supply and new customers; third, growers 
who wish to study competing areas for such 
purposes as locating branches, changing their 
operating territories or forecasting supply 


TABLE 1. INCOME PRODUCED, BY INDUSTRIAL D1vistons! 


PERCENTAGES OF 1929 








1929 1930 1931 1932 1933 1934 | 1935 | 1936 

Total income produced............. 100.0} 84.2] 66.2] 49.0] 51.8] 61.4] 68.0} 79.0 
NOI ogc As vv eo eaten eat ec 100.0 78.1 3 ce 46.5 61.9 69.7 82.1 
ee ee re eee 100.0 69 .0 37.1 24.9 21.3 46.4 50.8 61. 
Electric light and power, and gas....| 100.0 | 92.4 86.9 76.1 70.1 77.8 80.7 85.6 
I 30 a kts hl acchanenl- Wd ices le 100.0 73.1 49.5 29.2 40.4 ee 62.6 76.1 
on chasis ken ean w ees 100.0 | 86.7 | 49.6] 21.7 17.4) 24.8} 25.2] 33.2 
po EERO OTC COC OTE 100.0 86.8 70.5 i 31.3 54.2 58.7 68.6 
RIEU ick civ coscueewucsees 100.0} 96.3 | 86.8 | 69.6] 61.2 63.5 66.9 76.7 
ar ais aca ae aaa ataoan mee Ne 100.0 | 83.6} 67.4] 48.1] 52.6] 61.8 | 66.5 74.8 
EEOC CTR TTT ee 100.0 87.9 i 56.6 50.6 54.2 61.7 71.6 
Government, including work-relief 

| ee ee ree ee 100.0 | 103.5 | 105.4 | 103. 105.5 | 120.8 | 124. 142.9 
Government, excluding work-relief 

Re rere cree rr ee 100.0 | 103.5 | 105.4 | 103.6 96.1 99.3 | 104.5 | 111.1 
Work-relief wages. ................ — — — — _ ~- — — 
NN aaa noe iva ee eine yee ec tiecce 100.0 92.3 79.2 59.7 $35.3 65.7 73.9 83.3 
SR EG RE Tr 100.0 86.2 74.1 59.2 ee 56.5 61.0 64.6 
Bureau of Labor Statistics wholesale- 

Se eee ae ee 100.0 90.7 76.6 68.0 69.2 78.6 83.9 84.8 





























1 Prepared by National Income Section, Division of Economic Research, Bureau of Foreign and Domestic 


Commerce, Department of Commerce. 


of these characteristics between counties, 
states or geographic divisions. A number of 
brief reports on individual crops have been 
released, the most recent of which is a series 
giving the 100 leading counties for fruit and 
50 for vegetables. 

Aside from being general informational 
sources, these fruit and vegetable releases 
are used by five principal groups: First, 
those who have something to sell to mer- 
chants, owners, or growers in commercial 
fruit and vegetable territory—for example, 
crate makers, glass manufacturers, can fac- 


conditions; fourth, informational agencies 
such as trade papers, market columnists, and 
private or governmental economists; fifth, 
local papers, organizations and schools mak- 
ing use of detailed “home county” figures. 


FarM INCOME 


In 1936 agriculture is estimated to have 
produced an income of $6,022,000,000, or 
9.4 per cent of the total income produced 
during that year. (See chart 1, page 228.) 
Measured in dollars, this income is the larg- 
est since 1930. As a per cent of the total 
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Cuart 1. INCOME Propucep BY INDUSTRIAL DIVISIONS 


national income produced, it is slightly larger 
than the 9.1 per cent of the total produced 
in 1929. In terms of dollars, the agricultural 
income for 1936 was 82.1 per cent of the 
$7,339,000,000 income for 1929 (see table 
1, page 227). Considering the increased pur- 


chasing power of the dollar in the later year, 
it appears that the real income from agri- 
culture was but slightly less in 1936 than in 
1929. 

The 1935 Census of Agriculture did not 
include figures on farm income as such, but 
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did include the value and volume of crops 
and the value of farm land and buildings. 
These data have been used by the Bureaus 
of Agricultural Economics and Foreign and 
Domestic Commerce in estimating farm in- 
come. Researchers in the field of marketing, 
interested in making specific studies of their 
own, are also using these Census data as 
their base. 

An enterprising southern newspaper pub- 
lisher and two radio stations undertook to 
impress national and local advertisers with 
the extent and concentration of purchasing 
power within their respectives sales and 
circulation areas. Their first step was to 
have the Census Bureau make some special 
compilations and charts showing the crop 
acreage and production of the areas. They 
then publicized these statistics both in the 
newspaper and over the radio. National and 
local advertisers were thus made aware of 
the purchasing power in the respective 
regions, consequently increasing advertising 
revenue and coverage. 


FarM PoPpULATION IN THE UNITED STATES 


The farm population of the United States, 
which includes 25 per cent of the total popu- 
lation, showed an increase of 1,355,557 per- 
sons, or 4.5 per cent, between 1930 and 
1935.3 An even greater gain may have ac- 
tually taken place during the five years, but 
it is not revealed because the 1935 census 
was taken as of January 1, whereas the 1930 
census refers to April 1. In 1930 there were 
30,455,350 persons living on farms as com- 
pared with 31,800,907 in 1935. 

This gain in farm population was most 
noticeable in the areas surrounding in- 
dustrial and mining sections where un- 
employment was greatest. This is borne out 
by a study of the counties in and about the 
southern Appalachians, particularly in the 


*Farm population should not be used inter- 
changeably with rural population, of which it is a 
part. In 1930, the Census of Population recorded 
53,820,223 persons comprising the rural population 
of the United States. 
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Birmingham industrial area, and farther 
north in the Alleghenies of eastern Ohio and 
western Pennsylvania. New England, espe- 
cially Connecticut, Rhode Island and Massa- 
chusetts, likewise reported gains. Other sec- 
tions where increases were shown include 
northern Minnesota and Wisconsin, and the 
Puget Sound and Willamette valley regions 
in the Pacific Northwest. 

The back-to-the-farm movement has re- 
ceived a good deal of attention from many 
sources. There is no doubt that during the 
period from 1930 to 1933 many persons who 
were out of jobs and had slight prospect of 
being re-employed in industry returned to 
the farms or rural areas from which they 
had migrated in the early and middle twen- 
ties. Others settled on abandoned farms and 
utilized unoccupied dwellings on the out- 
skirts of the industrial areas where they 
had formerly been employed. How impor- 
tant is the back-to-the-farm movement and 
does it indicate a reversal of a trend that 
has been fairly definite for almost two 
decades? Any analysis of farm markets 
should give this point careful consideration. 

A study of human fertility rates indicates 
that the birth rate in rural sections, particu- 
larly rural farm areas, is about double that 
of urban centers. Farm and rural non-farm 
population are now the only groups which 
reproduce themselves sufficiently to main- 
tain their numbers permanently.* In order 
to sustain their present population the urban 
sections of the country must by necessity 
depend upon migrations from rural areas. 
Because of immigration laws, urban centers 
can no longer rely upon foreign immigration 
to add materially to their populations. 

Farm population tends to adjust itself in 
relation to agricultural and industrial oppor- 
tunities. In times of prosperity or on the 


*Trends in Farm Population in the United 
States, 1909-1936, by Madeline Jaffe. Part 1 of a 
Survey of Effects of Changing Agricultural Tech- 
niques of Employment in Agriculture, April 1936. 
National Research Project of the Works Progress 
Administration. Page IV. 
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upswing of the business cycle, the migration 
movement from farm to city is intensified.® 
The reasons for this are clear. When in- 
dustrial production is increasing, a larger 
labor supply is needed and wages are higher. 
The differential between opportunities on 
the farm and in industry are widened in 
favor of industry. The surplus farm popula- 
tion between the ages of 15 and 40, there- 
fore, has a definite incentive to migrate to 
urban centers. A factor that is always pres- 
ent, but which becomes intensified during 
such a period, is the belief that there is 
greater opportunity for self-advancement in 
the city. Migration is, therefore, greatly ac- 
celerated. This tendency was particularly 
true during the war years 1916 to 1918, and 
again from 1922 to 1927. 

When industrial activities are at a low ebb 
and production is sharply decreased, work- 
ers are dismissed and wages are reduced. At 
such times there is a tendency on the part of 
persons who migrated from rural areas to 
return to their former homes or attempt to 
engage in farming, even at a subsistence 
level, on the outskirts of the community in 
which they had been employed. In the minor 
post-war depression of 1919-1921, the usual 
farm to city movement was greatly curtailed. 
The more severe decline of the early thirties 
resulted, for the first time, for the United 
States as a whole, in an actual net movement 
from cities to farms.® Since 1933, migration 
to cities is again taking place, although the 
net movement is very slight. 

The Census of Agriculture found in 1935 
that one out of every six farmers had been 
on his present farm less than one year. Al- 
though many of these new residents had re- 
cently come from farms in the same locality 
or from cities, there were also many who had 
moved from other agricultural sections. 
Such migrations usually take place from 
areas affected by drought or special local 

* Ibid. 


* Ibid, page V, also Census of Agriculture, 1930 
—Vol. IV, p. 13. 
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conditions which make farming impractical. 
The decreased population in parts of the 
cotton and tobacco regions and in the “dust 
bowl” areas can be explained, in part, by 
these inter-sectional movements. For ex- 
ample, South Dakota, which suffered most 
severely from the unprecedented drought of 
1934, showed the greatest loss in farm 
population amounting to 32,000, while near- 
ly all other states except those in this sec- 
tion made material gains. 

Another factor of some significance for 
the market analyst to consider in evaluating 
farm markets is the number of part-time 
operators who work at other occupations.’ 
In 1934, there were 2,077,474 farmers re- 
porting part-time work away from their 
farms, or slightly more than 30 per cent of 
all farm operators in the United States. The 
greatest numbers of these farmers were lo- 
cated in those states affected by drought. 
Many, however, were found near industrial 
areas where they were employed primarily 
in non-agricultural activities. In this man- 
ner, they were able to achieve lower living 
costs through lower rentals and by raising 
enough agricultural products for home con- 
sumption. It should be noted that since there 
are some slight differences in the method of 
enumerating those who worked at other 
occupations during part of the year, the data 
in the 1930 and 1935 censuses, covering 
employment for 1929 and 1934, are not 
exactly comparable. The total number, rather 
than a consideration of any increase in num- 
ber between the two census years, should 
be studied. 

Closely related to the increase of farm 
population was an increase in the number of 
farms and in the total of farm land. In 1935 
there were 523,702 more farms than in 1930, 
making a total of 6,812,350. (See maps 1 
and 2.) Meanwhile the proportion of land 
utilized by farms increased from 51.8 per 

"The 1935 Census of Agriculture released in 


November 1937, a monograph on Part-time Farm- 
ing by Wardner B. Jenkins and Hilton E. Robison. 
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cent of the total land area of the United 
States to 55.4 per cent in the same period. 
Despite this increase of 3.6 per cent, or 
67,744,095 acres, the average number of 
acres per farm decreased from 156.9 to 
154.8 acres. The great drought obscured the 
change in land in crops, but a 12 per cent 
increase in pasture and grazing land is note- 
worthy. 

The material presented in the foregoing 
pages has suggested some of the ways in 
which the 1930 and 1935 Censuses of Agri- 
culture may be used. The recovery of agri- 
cultural income and the increase of farm 
population has re-established the importance 
of the farm market. However, the many 
changes recorded in various parts of the 


market since 1930 are of sufficient impor- 
tance to call for new or revised market 
studies. Although the Census of Agriculture 
does not, in itself, provide a complete 
analysis and measure of farm market poten- 
tialities, it must be considered the basis of 
any such investigations. 

Markets are people with money to spend. 
It is necessary in any market analysis to 
know the composition of the market. No 
longer is it necessary for executives to guess 
at what is happening in and to their farm 
markets. Today they are in a position to 
know where the market is, about what it 
should yield, where to concentrate expendi- 
tures, and how to make their outlays bring 
the greatest returns. 
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What Do You Mean—Rural and Urban? 


W. H. MESEROLE 


HERE Is much confusion among market- 
Te men as to the actual meaning of the 
apparently explicit terms “rural” and “ur- 
ban.” These terms convey distinct im- 
pressions to everyone but each individual 
impression may be different. One thing, 
however, is certain, and that is that these 
terms are at opposite ends of a common scale 
and that no line of sharp demarcation can be 
struck through it dividing justly that which 
is rural from that which is urban. The transit 
from rural to urban—or from urban to rural, 
if you prefer—is a shading process. One im- 
perceptibly melds into the other. 


Conceded ly 
Urban 


But what is the breaking 
point? 


the Census as a basis for planning new or 
expanded market coverage. 

Secause one distributor feels he cannot 
accept a classification made by another, each 
“adjusts” census figures to his own “needs.” 
Thus, using the same terminology, market- 
ing men often believe they have common 
ground upon which to exchange thought. 
3ut that common ground may not—gen- 
erally does not—exist. For example, note the 
advertisements in which rural America is 
represented as a farm home, outbuildings, 
and fields. The advertiser, in this case a 
magazine, is advertising its coverage and 


Concededly 
Rural 





It is not possible to justly indicate the place at which rurelity 
ends -- or where urban conditions begin. 


Ficure 1 


The Bureau of the Census groups people, 
places, things, and values, as “urban” and 
“rural.” The Census classifies as “rural” that 
which occurs in places having less than 
2500 people or in places that are unincorpo- 
rated; and, therefore, as “urban” that which 
occurs in incorporated places of 2500 or 
more people. In this flat numerical distinc- 
tion there is no consideration of overlapping 
“rural” and “urban” characteristics, and this 
overlap constitutes a major problem for the 
marketing executive. Thus, mere numerical 
distinction fails to be useful, and what is 
needed is an ideology that, when applied, 
would make data more universally adapt- 
able to the needs of distributors who use 


there is no doubt that it is honest in trying 
to convey to prospects its idea that such is 
the rural market. But either it or Census 
conveys an erroneous idea—for the Census 
classifies as “rural” all which is found in 
places of less than 2500 population, while 
the magazine tacitly limits “rural” to farm 
population. 

There is perhaps no wide gap between the 
impressions conveyed by these different con- 
cepts of what is “rural,” but there is a vast 
difference when they are applied by market- 
ers. Nearly as many people live in incorpo- 
rated towns and villages that are “rural” ac- 
cording to the Census, as live on farms or 
otherwise in the open country. According to 
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the agricultural census, 1930, farm popula- 
tion is 24.5 per cent of that of the nation, 
while Census of Population, 1930, shows 
our “rural” population as 43.8 per cent of 
the total. What exists in the “open country” 
to account for this vast difference? Obvi- 
ously it is in large part the population of the 
towns of less than 2500 people—merchants, 


Urban people and urban places 


OF MARKETING 


located in clusters in villages, towns, cities, 
and metropolitan areas. It becomes more and 
more clear that some difficulties arise from 
classification, others from clashes between 
classifications made by different people for 
different purposes, and still others from use 
of terminology that means different things 
to different people. These difficulties are high 


Rural people and rural places 





Sharp separation at any point, if made on a purely 
numerical basis, fails to take into account the 
overlapping of urban and rural characteristics. 


FicurE 2 


doctors, bankers, mercantile and professional 
people, etc. 

It is small wonder that there is so much 
confusion as to what is rural and what 
urban. Distributors must condition the basic 
data to meet their own ideas of where, be- 
tween such discrepant figures, lies their 
market. In doing this, there is so much op- 
portunity for error that sales planning is 
finally based to a large extent on an unknown 
“rural” population living under undefined 
“rural” conditions in uncharted “rural” 
places. 

A reflection of this difficulty arising from 
indefinitive terminology appears in the 
classification of retail business. What is a 
rural store? Apparently there is no agree- 
ment on what may be the answer. As a dis- 
tinctive thing there probably is “no such 
animal” as a rural retail store, except the 
wholly isolated rural establishment such as 
the crossroads store. All other stores are 


hurdles for the distributor who would selec- 
tively cover his market. No one has made 
a classification for him. 

Despite the confusion that exists, one or 
two new things may be said about this rural 
market. There is much reason to believe 
that the richest “rural markets” are those 
which surround the towns. That is only 
another way of saying that population 
density shades from, or to, the nucleus. Sta- 
tistical surveys should take more account of 
this shading, which is, in effect, merely an 
extension of the “urban” market. This is 
demonstrated by the surprising likeness in 
pattern between a map showing the loca- 
tion of the marketing towns and a map 
showing levels of rural sales per square mile 
in the balance of the counties in which the 
towns occur. It seems unquestionable that 
this likeness of pattern is due to the “shad- 
ing” of population and sales. Both refuse to 
conform to town boundaries. It may be a 
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long conjecture, but it is possibly true that 
this pattern likeness is also because, mobile 
as we have become, we are not yet so mobile 
that distance is negligible. 

Possibly three-fourths of our population 
now lives in towns. Thus it may well be that 
all but a negligible share of the U. S. con- 
sumer market can be easily and cheaply 
reached by the manufacturers and distribu- 
tors who “work” the cities and large towns. 
Wholesale distributors normally are found 
in such places. Their proximity to this newly 
discovered “rural” concentration should per- 
mit the inexpensive distribution that has 
been so long sought—if they confine activity 
to their logical territory and proper assort- 
ments of goods. To reach too far out from 
the place of business is expensive and rela- 
tively unproductive. But, how far “‘too far” 
may be is a problem to be separately solved 
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by each distributor. And each would be 
better able to solve his problem if, in future 
censuses, we were provided with better op- 
portunity for setting up classifications 
specifically to serve marketing needs. How- 
ever, it is difficult to imagine some easy and 
practical way in which it might be done. Cer- 
tainly our definitions of what is rural, and 
what urban, need objective consideration. Up 
to now, classification has been based solely 
on expediency. Expediency alone is served 
in saying that all is rural in places of less than 
2500 people, for how different from their 
city brethren are the merchants, doctors, 
lawyers, bankers, and business men of the 
small towns? Until there is objective defini- 
tion of what is rural and what urban, each 
user of population, sales, and other census 
data must “Shake well before using.” 
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A. RESEARCH IN UNIVERSITIES 


By Malcolm D, Taylor, University of 
North Carolina 


Universiiy of Arizona 


Professor Edwin G. Wood's study of “Salad 
Eating Habits of the People of Tucson, with 
Special Reference to Avocados,” mentioned in 
the July issue of the JOURNAL, is now available 
in summarized form. The purpose of the study 
was to give students practice in research meth- 
ods and to secure data which were used in 
class as a basis for the preparation of a com- 
plete theoretical advertising campaign for 
avocados. 


University of California 


The Heller Committee for Research in So- 
cial Economics, located at Berkeley, has in 
process three of its annual budget studies. They 
are based on prices prevailing in San Francisco 
in October, 1937. They will be available in 
mimeographed form in February, 1938, from 
the University of California Press, Berkeley, 
California. 

Tentative titles of the three studies are as 
follows: (1) “Quantity and Cost Budgets for 
Four Income Levels—for Family of an Execu- 
tive, Family of a Clerk, Family of a Wage 
Earner, and Dependent Families or Children,” 
(2) “Clothing Budgets,” and (3) “Quantity 
and Cost Budgets for Dependent Families or 
Children.” 

As in the earlier studies, prices were col- 
lected by professional shoppers who interviewed 
department heads in a large number of retail 
stores in San Francisco, which were selected 
as being representative of the stores patronized 
by each economic group. The same budgets 
were priced as in the 1936 study. 

The Heller Committee budgets, compiled 
annually since 1923, serve the double purpose 
of estimating the cost of a “health and decency” 
standard of living at different socio-economic 
levels and of maintaining a retail price index 
which will measure changes in the cost of 


living from year to year. Dr. Emily H. Hunt- 
ington is chairman of the Committee. Publica- 
tions of the Committee can be secured at 
nominal prices from the University of Cali- 
fornia Press, 


University of Chattanooga 

A revised edition of Professor Clyde Wil- 
liam Phelps’ study, “The Ten Hidden Losses 
in Slow Charge Accounts,” was recently re- 
leased and copies can be secured free from the 
Household Finance Corporation, 919 North 
Michigan Avenue, Chicago, Illinois. 

“A Controlled Credit Policy” and “Age 
Analysis of Charge Accounts” are titles of 
other published reports in the series which 
Professor Phelps is writing. Two studies, 
“Community Credit Control Policies” and 
“How Retailers Control Credit,” are now in 
process, 

A summary of Professor Phelps’ survey of 
delinquent accounts in the grocery field, which 
was mentioned in the October issue of the 
JOURNAL, was published as an article in the 
National Grocers Bulletin for September, 1937, 
under the title: “How Do Successful Grocers 
Handle Deliniquent Accounts ?” 


University of Chicago 

Several studies are in process by members 
of the faculty of the School of Business. Parts 
of Professor James L. Palmer’s study of the 
consumer cooperative movement, begun in 
1936, have already appeared in mimeographed 
or printed form under the following titles: 


1. “What the Consumer Codperative Movement 
Means to the Retailer.” The Yearbook of 
Retailing, published by the Controllers’ Con- 
gress of the National Retail Dry Goods As- 
sociation in 1936. 

2. “Consumer Codperation—Its Significance to 
Advertisers.” An address made before the 
Association of National Advertisers on Oc- 
tober 9, 1936. Mimeographed copies are avail- 
able. 

3. “Evaluation of Consumer Codperation from 
a Marketing Standpoint.” An address made 
before the National Association of Market- 
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ing Teachers on December 30, 1936. Mimeo- 

graphed copies are available. 

4. “Consumer Codperation—Business Aspects 
of the Codperative Movement.” Radio ad- 
dress of August 11, 1937. Available in 
mimeographed form. 

. “Can Consumer Codéperation Correct Im- 
portant Defects in Marketing?” THE JOURNAL 
OF MARKETING. Volume I, Number 4, April 
1937. 

Professors Edward A. Duddy and David A. 
Revzan have in progress “A Study of Recent 
Changes in the Relative Importance of Central 
Livestock Markets,” which will be finished 
early in 1938. Its purpose is to ascertain the 
causes for, and to appraise the effects of, de- 
centralizing tendencies in the marketing of 
livestock in the North Central States. The 
study will be published. “The Physical 
Distribution of Fresh Fruits and Vegetables” 
is the title of a study recently completed by 
Professors Duddy and Revzan. Printed copies 
can be obtained from the University of Chicago 
Press. (Studies in Business Administration. 
Volume X, Number 1. January, 1937. Price 
$1.00). It is part of a series of “Studies in the 
Wholesale Marketing of Fresh Fruits and 
Vegetables,” which will be published later in 
book form or as a series of monographs. The 
purpose of the larger study is to evaluate the 
functions of a central market in the scheme 
of commodity distribution. 

Professor John H. Cover completed in Au- 
gust, 1937, a study of “Home Financing—lIts 
Relationship to Business Conditions.” It was 
made for the Federal Home Loan Bank of 
Chicago, and copies can be obtained from the 
Bank. The address is: 7 South Dearborn Street, 
Chicago. It is a study of the trend in wages, 
construction and real estate activities, and 
mortgage foreclosures in Illinois and Wiscon- 
sin. Professor Cover edited the proceedings of 
an international conference on consumer 
financing which was held at the University of 
Chicago in May, 1937. The conference covered, 
among other things, installment credit, per- 
sonal loans, and home financing. The proceed- 
ings were published by the Journal of Business 
under the title “Financing the Consumer” 
(Studies in Business Administration. Volume 
VII, Number 4. July, 1937. Price $1.00). Copies 
may be obtained through the University of 
Chicago Press. 


un 


Cornell University 


Professor Alfred Van Wagenen, of the De- 
partment of Agricultural Economics, has in 
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process a study of “Marketing Procedures and 
Prices of Eggs.” It will be completed in June, 
1938, and will be available in printed form from 
the Cornell University Agricultural Experi- 
ment Station at that time. In the first part of 
the study, the behavior of egg prices is ex- 
amined in order to determine the relationship 
of such prices to the prices of other foods and 
to the general price level; the interrelationship 
of egg prices in various markets is studied; 
and an attempt is made to ascertain the factors 
which enter into price determination. The 
second part deals with the marketing of eggs 
and other poultry products and makes an 
analysis of the marketing costs involved. 


University of Denver 

Two reports were recently published by the 
Bureau of Business and Social Research, The 
first, “Business Activity in Colorado During 
1937,” was released in September, 1937. Among 
other things, it includes data on the sales made 
in independent retail stores in Colorado and 
Wyoming and on the cost of living in Denver. 
The content of the second study is indicated 
by its title, which is “Real Estate Vacancy 
Survey of the City and County of Denver, 
Colorado, as of September, 1937.” 


Emory University 

Professors J. E. Hedges and H. G. Murphy 
completed, in November, a study of “Industry 
and Commerce in Georgia,” which will be 
available soon, in mimeographed form, from 
the Atlanta League of Women Voters. 


Harvard University 

A two-year study of the “Economics of Ad- 
vertising” was commenced in June, 1937, under 
the direction of Professor N. H. Borden. 

The Bureau of Business Research has 
issued the following bulletins: 


Bulletin Number 104. “Operating Results of 
Department and Specialty Stores in 1936,” by 
Professor C. N. Schmalz. 

Bulletin Number 105. “Expenses and Profits of 
Limited Price Variety Chains in 1936,” by 
Professor Malcolm P. McNair. 


Professor Schmalz’s study of “The Depart- 
ment Store in America, 1920-1936” will be 
completed in January, 1938. 


University of Illinois 

Professor R. W. Bartlett, of the Department 
of Agricultural Economics in the College of 
Agriculture, recently completed a study which 
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was released in mimeographed form in No- 
vember, 1937, under the title, “Increasing the 
Efficiency of Milk Distribution.” The study 
shows that the market milk industry in the 
larger cities has failed to keep pace in its 
retail operations with the canned milk industry 
in lowering distribution costs. Today, retail 
delivery costs are fully as much as they were 
fifteen to twenty years ago, while costs in the 
evaporated milk industry have been lowered 
considerably. 


Indiana University 


“Effect of Taxation on Various Types of 
Retail Units,” is the title of a project which 
Professor H. M. Haas started in November, 
1937. The study should be completed by June, 
1938, and it will be available in printed form 
from the Bureau of Business Research at that 
time. Its purpose is to determine the absolute 
and relative amounts of taxes paid by various 
types of retail units and the effect of the tax 
load on their merchandise operations. The data 
are to be obtained in personal interviews. The 
study will be confined to the State of Indiana, 
but a comparison will be made with similar 
studies that are available for other states. 

Professor W. H. Stackhouse is in charge of 
a project, which will be completed by March 
1, 1938. Its purpose is to furnish business men 
with a better basis on which to evaluate In- 
diana cities as markets for various types of 
goods. A method for using the Indiana State 
Gross Income Tax data as an index of pur- 
chasing power in Indiana cities with 5,000 or 
more inhabitants has been developed in the 
study. Considerable heretofore unpublished data 
will be contained in the printed report, to be 
released through the Bureau of Business Re- 
search, and methods will be suggested for using 
these data in determining market potentials for 
individuals cities. 


Iowa State College 


The study of “Codperative Organization of 
Iowa Farmers’ Creameries,” by Professor 
Frank Robotka of the Agricultural Economics 
Department, and Mr. Gordon C. Laughlin, of 
the Farm Credit Administration, is now avail- 
able in printed form from the Farm Credit 
Administration (Bulletin Number 14). The 
conclusion is reached that codperative cream- 
eries have in a large measure achieved the 
major purposes that prompted dairymen to 


organize them. Most conspicuous among these 
are: (1) The elimination of many of the 
abuses and unethical business practices that 
prevailed in the local markets. (2) Reduction 
of margins, largely through reductions in 
costs of operation resulting from the concen- 
tration of larger volumes of business. (3) 
Quality improvement, both with reference to 
butterfat and butter, as a result of which farm- 
ers have received higher prices for butterfat. 


Marquette University 

Dean John F. Pyle is supervising two studies 
which will be completed later in the year. The 
purpose of the first, ““The Consumer Codpera- 
tive Movement in Wisconsin,” is to determine 
the nature and extent of the movement and 
the methods used in organizing and operating 
inidividual stores. The content of the second is 
indicated by its title, which is, “Milk Produc- 
ers’ Cooperative Marketing Methods, Organiza- 
tion, and Policies in the Milwaukee Milk-shed.” 
Data for both studies are being secured in per- 
sonal interviews. 


University of Maryland 

A study, made under the direction of Pro- 
fessor S. H. DeVault, Head of the Department 
of Agricultural Economics of the College of 
Agriculture, was recently issued in printed 
form by the Agricultural Experiment Station 
under the title: “The Baltimore Wholesale 
Fruit and Vegetable Markets,” (Bulletin, Num- 
ber 409). The purpose of this study was to 
obtain information regarding the volume and 
flow of produce ‘through the wholesale and 
jobbing markets that would aid in solving the 
marketing problems of Baltimore. Data were 
secured in 155 interviews made by Mr. R. F. 
Burdette and four assistants. The bulletin is 
free. 

Four studies are in process. The first, under 
the direction of Professor Ralph Russell, deals 
with “The Cost of Truck Transportation of 
Fruits and Vegetables in Western Maryland.” 
It will be completed in February, 1938. Its pur- 
pose is to show the effect of truck transporta- 
tion on marketing practices and to provide 
data on the cost of operating trucks used in 
marketing fruits and vegetables. It is based 
on 189 personal interviews made by Mr. R. W. 
Lennartson with representative concerns. 

The second project, “An Economic Study of 
the Marsh Market in Baltimore,” which is 
under the direction of Professors S. H. De- 
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Vault and George Lachar will also be com- 
pleted in February. It is based on personal in- 
terviews made with all of the 15 firms operat- 
ing in the Marsh Market. Its purpose is to 
obtain information on the marketing of perish- 
ables in the Marsh Market that will indicate 
the volume of produce handled on the market, 
the source of receipts, the distribution of re- 
ceipts, the market practices and their effect on 
returns to growers, the adequacy and efficiency 
of the physical facilities, and the inter- 
relationships between supplies and the prices 
paid by canners and jobbers. 

The third project, “A Study to Determine 
the Relative Net Price Received for Eggs 
Sold, Based upon United States Government 
Grades, and Eggs Marketed by Other Meth- 
ods,” is under the supervision of Professors S. 
H. DeVault and S. B. Shaw. It will be finished 
by May 31, 1938. Data were secured in 45 
personal interviews made by Mr. P. R. Poffen- 
berger. The purpose of the study is to obtain 
data on the prices received for eggs sold, based 
upon U. S. Government grades. Price studies 
will be made of eggs sold through special mar- 
kets such as institutions, hotels, and restau- 
rants; and for eggs sold by other methods such 
as to hucksters and local stores. An attempt 
will be made to determine the relative cost of 
marketing eggs by the several methods and the 
net price of eggs. The relation of size and 
quality to the price of eggs, based upon the 
price received for the various government 
grades, will be studied. Information needed on 
which to base suggestions and recommenda- 
tions for the more profitable marketing of eggs 
in Maryland will be obtained. 

The fourth study, “The Marketing of Eggs 
in Baltimore with Special Reference to the 
Baltimore Market,” is being made by Profes- 
sors S. H. DeVault and Roger Burdette. In- 
terviews have been made with all of the 55 firms 
operating in the market by Messrs. Burdette 
and L. E. Cron. The objects of this study are 
as follows: (1) To ascertain the sources of 
the supply of eggs on the Baltimore market and 
the receipts by rail, boat and truck. (2) To 
determine the channels of distribution of eggs 
(such as trends in the sale of eggs on a com- 
mission and outright sale on a cash basis), re- 
turns to producers, and the cost of marketing 
eggs from the producer to the consumer. (3) 
To determine the basis of price quotations in 
Baltimore and the relationship between retail 
prices and the quality of eggs. (4) To deter- 
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mine consumer preferences for eggs in Balti- 
more. All of the above studies will be available 
free in printed form from the Maryland Agri- 
cultural Experiment Station at College Park, 
when they are completed. 


Miami University 


Professor C. H. Sandage has in process a 
study of the “Market for Commercial 
Kindling,” which will be completed in Febru- 
ary, 1938. Its purpose is to ascertain the extent 
and character of this market in Southwestern 
Ohio. About 1000 interviews will be made by 
seniors in the Business School. The study will 


be available in mimeographed form when it is 
finished. 


University of Michigan 

Professor E. H. Gault is making a series of 
studies for the Michigan Retail Dry Goods 
Association. These appear every two weeks as 
one page research reports in the Association’s 
official publication, The Dry Good Broad- 
caster, Material for the reports is assembled 
by the Bureau of Business Research. For ex- 
ample, recent reports have been based on a 
credit survey, a salary survey, and a study of 


the age of unsold merchandise in selected de- 
partments. 


College of the City of New York 

Professor Ernest S. Bradford is directing a 
survey of the “Machine Tool Industry of the 
United States,” which will be completed in 
June, 1938. Its purpose is to obtain factual ma- 
terial regarding the marketing of industrial 
goods. Among other things, a study will be 
made of the effect of the depression on the ma- 
chine tool industry. Approximately one hundred 
questionnaires have been sent out by mail. 


Ohio State University 


Professor C. S. Logsdon, of Michigan State 
College, has under wey a study of “The Effects 
of State Barriers on Interstate Trade.” Pro- 
fessor Homer Widener, of the University of 
Buffalo, is collecting data for a study of 
“Premium Merchandisinig.” Both studies are 
being made under the supervision of the Col- 
lege of Commerce and Administration of Ohio 
State University, and when they are completed, 
both will be presented in partial fulfillment of 
the requirements for the Ph.D. Degree at Ohio 
State. 

Several marketing research studies are in 
progress in the Department of Rural Eco- 
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nomics of the College of Agriculture. The first, 
“Producer Market Relationships in Whole 
Milk Marketing,” under the direction of Pro- 
fessor C. G. McBride, will be completed during 
the year. It was begun in 1935. Its purpose is 
to obtain detailed data on producer relation- 
ships with the different marketing agencies. 
Some 300 personal interviews have been made 
to date. Recommendations will be given in the 
finished report, and both desirable and un- 
desirable market practices will be discussed in 
detail. The report will be available in printed 
form from the Ohio Agricultural Experiment 
Station at Wooster. 

A long-time study of farm sales of milk is 
being made by Professor R. W. Sherman. It 
was begun in 1928, and several bulletins deal- 
ing with different phases of the subject have 
been published by the Ohio Experiment Station 
at Wooster. The next printed bulletin will be 
released in March, 1938, under the title “A 
Market Analysis of Farm Sales of Milk in 
Four Ohio Farm Counties.” The purpose of 
the study is to see what changes come about in 
the deliveries and butterfat tests of the milk of 
a large group of individual producers under 
different buying plans and different economic 
conditions, The study will prove of value to co- 
operative milk marketing associations and to 
milk distributors as well as to students inter- 
ested in agricultural marketing. 

A long-time study of “Potato Production 
and Marketing in Ohio” was launched in Octo- 
ber, 1936. It is being made by Professor 
Charles W. Hauck, and will extend over a 
five-year period. Progress reports on this study 
will be released from time to time, and the final 
report will be printed. Data is being secured in 
personal interviews in all of the important 
potato growing countries in Northern Ohio. 
Some 475 interviews have been made to date 
by the author and his assistants. It is expected 
that an analysis of the data obtained will point 
the way to improved practices and to methods 
of making the product more marketable. 

Professor Hauck completed, in April, 1937, 
a study of “The Lake Shore Growers’ Codpera- 
tive Auction, Incorporated,—An analysis of its 
1936 Operations.” Mimeographed copies of the 
final report are available free from the Depart- 
ment of Rural Economics. This study has been 
used by the cooperative auction as a basis for 
improvements in its procedure, and by other 
growers in determining the advisability of or- 
ganizing new auctions or using established auc- 
tions. 
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“Financial Operations of Ohio Farmer 
Owned Elevators During the Fiscal Year 
1936-37,” is the title of a twenty-page mimeo- 
graphed report on a study made by B. A. 
Wallace, Extension Specialist in Farm Market- 
ing. This is the ninth in a series of annual 
studies of the farmer owned elevators. Data 
were secured from the audits, or audit sum- 
maries, of 150 companies, or about 80 per cent 
of all organizations in the State. This report 
presents a general picture of conditions in, and 
the progress of, these companies. It makes 
available norms of expense and balance sheet 
items with which corresponding data of any 
company can be compared. Suggestions are 
offered for improvements. This report is 
available free from the Department of Rural 
Economics. 

“Analysis of the Livestock Situation in 
Ohio” is the title of a twenty-four page mimeo- 
graphed progress report on a study begun in 
the fall of 1936, by Professors George F. Hen- 
ning and Earl B. Poling of the Department of 
Rural Economics. It was released as bulletin 
number 101 in July, 1937. The study deals with 
difficulties connected with assembling, market- 
ing, and price determination. It points out the 
exact price situation with respect to hogs, 
sheep, and calves at various markets in dif- 
ferent regions in the state, and points out some 
of the imperfections in the livestock marketing 
system. 

Professor Henning is in charge of a study of 
“The Attitudes Toward Cooperative Livestock 
Marketing of a Select Group of Livestock Far- 
mers in Five Ohio Counties.” This study, be- 
gun in the fall of 1936, will probably be com- 
pleted early in 1938. Three hundred twenty-six 
typical farmers were interviewed in the five 
counties by representatives of the Rural Eco- 
nomics Department. The purpose of the study 
is to offer coéperatives and other marketing 
agencies a cross section of the points of view 
taken by farmers toward their own marketing 
agencies, so that they will be in a better posi- 
tion to carry on a more effective program of 
marketing. 


University of Oklahoma 

Professor Ronald B. Shuman, of the Col- 
lege of Business Administration, has completed 
his survey of “Retail Credit Bureau Operation: 
A Study of the Oklahoma City Retailers As- 
sociation.” This descriptive study, based on the 
Association’s records, is available in mimeo- 
graphed form from the author. 
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University of Oregon 

The fourth and fifth articles in a series being 
written by Professor N. H. Comish, of the 
School of Business Administration, on his 
study of “The Methods Used to Select, Train 
and Promote Retail Employees in Oregon,” 
appeared in the September and October issues 
of the Oregon Merchants’ Magazine. Data for 
these articles were based upon personal inter- 
views with 199 selected Oregon merchants. 

“Subjects Taught Oregon Retail Employees” 
is the title of the fourth article, which was 
published in the September, 1937 issue. It was 
found that 42 per cent of the 199 Oregon re- 
tailers teach store history to their employees; 
55 per cent give instruction in store personnel ; 
95 per cent, in store policies; 92 per cent, in 
store rules; 94 per cent, in store systems; 85 
per cent, in store salesmanship; 76 per cent, 
in stock keeping; 82 per cent, in a knowledge 
of merchandise; and 62 per cent, in error cor- 
rection. 

The fifth article, “Salesmanship Taught Re- 
tail Salespeople in Oregon,” appeared in the 
October, 1937 issue. Seventy-eight per cent of 
the 199 merchants interviewed teach their 
salespeople the selling approach; 67 per cent 
give instruction in salutations; 60 per cent, on 
the analysis of customer types; 69 per cent, on 
the presentation of the selling talk; 29 per cent, 
on how to answer effectively the common ob- 
jections to buying; and 70 per cent, on closing 
sales effectively. 

Professor Comish’s study on “An Analysis 
of the Demand for Woolen Manufactured 
Goods in Eugene, Oregon,” was published in 
the Eugene Register-Guard of September 30, 
1937. The purpose of this study was to forecast 
the probable success that a woolen garment 
factory would enjoy if one were to locate in 
Eugene. The annual purchases of woolen goods 
in the Eugene area, classified according to kind 
worn by men, women and children, are given 
in this study. These annual purchases are com- 
pared with the annual output of a successful 
Oregon woolen garment mill. The actual pur- 
chases of different types of woolen goods made 
by consumers in Eugene and elsewhere are 
compared with the attitudes expressed by Eu- 
gene consumers for the home-made product. 
Likewise, the attitudes of Eugene merchants 
toward purchasing home-made woolen gar- 
ments are shown. Finally, other advantages 
that would accrue to a manufacturer of finished 
woolen goods in Eugene are given. These in- 
clude nearness to raw and semi-manufactured 
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woolen materials, transportation rates, and 
power costs. The author concludes that an ex- 
perienced manufacturer would probably suc- 
ceed if he located his factory in Eugene. 


University of Pennsylvania 

“The Marketing of Textiles” is the title of 
a research study being made for The Textile 
Foundation, of Washington, D.C., under the 
supervision of Professor Alfred H. Williams 
of the Wharton School of Finance and Com- 
merce. The survey will be completed early in 
1938 and the finished report will be released 
in printed form by The Textile Foundation. It 
will be useful as collateral reading in general 
courses in marketing and as a text for schools 
which offer specialized courses for students 
interested in textile production and marketing. 


Pennsylvania State College 


The final report on the “Philadelphia Whole- 
sale Fruit and Vegetable Markets,” mentioned 
in the July issue of the JouRNAL, was released 
recently and copies can be secured from the 
Agricultural Experiment Station. The address 
is State College, Pennsylvania. This study was 
made under the direction of Professor R. B. 
Donaldson. The New Jersey State College of 
Agriculture and the United States Bureau of 
Agricultural Economics cooperated in gather- 
ing and compiling the data on which the study 
is based. The following topics are discussed in 
detail in this 56 page report: The Present Sta- 
tus of the Philadelphia Market; Philadelphia 
as a Receiving Market for Pennsylvania Grown 
Produce; and Philadelphia as a Distributing 
Market to Secondary Cities of Pennsylvania. 
The introductory section of the report includes 
a description of the markets, indicates the type 
of buyers operating in them, and describes 
briefly the methods of sale. This report can be 
used to advantage in general marketing 
courses. 


Rhode Island State College 


“The Production and Sale of Poultry and 
Eggs in Three Rhode Island Areas” is the title 
of a study completed in the fall of 1937 by 
Professor H. C. Fowler and Mr. A. W. Man- 
chester. It was published by the Agricultural 
Experiment Station as Bulletin Number 262. 
(The address is: Kingston, Rhode Island. ) 
Data were secured in personal interviews with 
675 producers, every producer in four towns 
being interviewed. The study indicates that the 
belief, held by many Rhode Island poultrymen, 
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that the general level of egg prices in the State 
is unduly depressed at certain seasons of the 
year by the method of marketing surplus eggs 
employed by producers who normally sell at 
retail, is not substantiated. 

Two studies are nearing completion. The 
first deals with the relationship between the 
quality and the retail price of eggs in Rhode 
Island. The second is a study of the marketing 
of milk. Both will be published by the Experi- 
ment Station. 


University of Southern California 

Mr. Esperanz Slykhous, a graduate student, 
is making a study of “The Organization and 
Administration of Education at the Post High 
School Level for the Distributive Occupa- 
tions.” This will be completed in July, 1938, 
and it will be presented in partial fulfillment 
of the degree of Doctor of Education. It will 
be published by the University Press. 


Stanford University 

Dr. Holbrook Working, of the Food Re- 
search Institute, has completed his study of 
“Price Effects of Canadian Wheat Market- 
ing.” It is available in printed form from the 
Institute. The price is one dollar. It is Volume 
XIV, Number 2 in the “Wheat Studies.” 
Among other things, the present study indi- 
cates that despite extremely rapid marketing 
after harvest, prices of wheat in Western Can- 
ada have tended to be depressed less after har- 
vest than prices of British domestic wheat, 
which is marketed much more evenly through 
the season. This refutes the charge, often laid 
against existing systems of price determina- 
tion on an open market, that prices tend to be 
depressed unduly during the period when pro- 
ducers are selling most heavily. 


B.—RESEARCH IN GOVERNMENT BUREAUS 
Edward L. Lloyd 
Federal Trade Commissions: 


A supplementary report was completed in 
October on the Agricultural Income Inquiry. 
In addition to the information contained in 
the summary report, which will be published 
as a Senate Document, it includes analyses of 
the comparative results of fruit and vegetable 
growers of dealing through mercantile and co- 
operative channels of distribution. 


Bureau of Agricultural Economics: 
The Bureau of Agricultural Economics in 


cooperation with the University of Missouri 
and the Kansas State College recently pub- 
lished a mimeographed report, “The Whole- 
sale Fruit and Vegetable Market in Kansas 
City” by William C. Crow. This report de- 
scribes and points out the inadequacies of the 
present wholesale market in Kansas City, 
analyzes two proposals for the rebuilding of 
this market, and draws conclusions as to the 
type of market that is needed. 

Within the near future a bulletin on “Whole- 
sale Markets for Fruits and Vegetables in 
Forty Cities” will be issued. This bulletin 
discusses problems common to these markets, 
summarizes the more common regulations, 
suggests methods by which improvements can 
be made and includes certain statistical in- 
formation on the market organization in each 
of the cities. Rail, truck, and boat receipts, 
volume handled at each market and by 
chain stores, inter-market movement, trucking 
charges, hours of operation, and area of dis- 
tribution are some of the factors included for 
each of the forty cities. 

During the past year, the Bureau has con- 
ducted two studies relating to the growth of 
large-scale marketing of farm products and 
its effect on agricultural producers. The first 
of these studies was recently published by the 
Bureau under the title “Chain-store Distri- 
bution of Fresh Fruits and Vegetables in the 
Northeastern States” by A. C. Hoffman and 
L. A. Bevan. Among the topics covered in the 
study were: (1) the proportion of fruits and 
vegetables handled by the chains in this area; 
(2) the extent of vertical integration on the 
part of the chains in the handling of these 
commodities; (3) their marketing efficiency 
as compared with that of the regular channels; 
and (4) problems of growers in dealing with 
chain systems. 

The second study relates to large-scale 
organization in the manufacture and distri- 
bution of dairy products. It was undertaken 
by the Bureau of Agricultural Economics in 
cooperation with the University of Wisconsin. 
This study will include the following: (1) 
proportion of dairy products handled by large- 
scale handlers at various stages in the distri- 
bution process; (2) vertical integration by 
large-scale handlers; (3) ownership of Wis- 
consin dairy plants; (4) relation of large- 
scale distributors to a producers’ marketing 
program. The results of this study have not 
yet been published. 

The Bureau has recently published a sup- 
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plement bringing up to date the tables con- 
tained in the study “Price Spreads Between 
the Farmer and the Consumer,” by Richard 
O. Been and Frederick V. Waugh. 

A study of the Market News Service has 
been undertaken within the Bureau with a 
view to improving the adequacy and reliability 
of the market news reports. Work is being 
done on the following specific problems con- 
nected with the Market News Service; (1) 
the quotation of tobacco prices prevailing on 
the auction markets; (2) the reliability of 
price quotations for butter; (3) market termi- 
nology; and (4) the practicability of deter- 
mining general average prices for fruits and 
vegetables by variety, grade, and place of 
origin. 

Cotton utilization research was begun in the 
Bureau of Agricultural Economics in 1928. 
Studies have been conducted along the fol- 
lowing lines: (1) determination of the amounts 
of cotton used for specific purposes; (2) 
determination of the principal factors af- 
fecting the uses for cotton, including competi- 
tion from other textile materials; (3) techno- 
logical and industrial developments and other 
effects on cotton prices, manufacturing costs, 
and consumer demands; (4) adaptation of 
present mill equipment and processes for vari- 
ous qualities of cotton. 

Developmental work and research with 
respect to new uses of cotton have included: 
(1) the development of new industrial uses, 
and (2) studies regarding designs, treatments, 
and adaptability of fabrics for specific uses. 


Commodity Exchange Administration 


The Commodity Exchange Administration 
of the Department of Agriculture is carrying 
on several studies relative to future trading 
in grains. One of them is a study of the 
position taken by different types of speculators 
in hedges placed in the market by grain 
merchandisers. Another relates to the influence 
of the large speculator on the future markets. 
A third study, to be made available in the 
near future, deals with the small country 
trader—who he is, where he is located, and 
the nature of his interest in the grain markets. 
Mr. Blair Steward, of the Commodities Ex- 
change Administration, is in charge of the 
research, 


Bureau of the Census 


Following almost a year of preparation by 
a committee composed of members of the 


Central Statistical Board, the Department of 
Agriculture and the Bureau of the Census, a 
trial schedule for the Census of Agriculture 
has been drafted. Besides the regular Census 
schedule, a supplementary land owner or 
landlord schedule was prepared for testing. 
Another new schedule is being devised to col- 
lect statistics on the production of agricultural 
products in the farm range below those which 
would qualify as farms under the present 
definition. Preliminary to conducting the 
census, it is necessary to work out plans of 
enumeration, and enumeration control in the 
field. Two important developments in this part 
of the work have occurred. First, aerial maps, 
Or mosaics, can be used in order to bring out 
the definite limitations of country and field 
boundaries and in some cases even to identify 
crops. When these aerial maps are available and 
new maps prepared by the Bureau of Public 
Roads showing all roads are drawn up, it 
should be possible to make a rather accurate 
job of farm mapping. 

The second development in the field of 
mapping is the local school mapping program 
which is being tried out in connection with 
rural education proposed by the Department 
of the Interior. In developing this project, the 
Census Bureau is furnishing large quantities 
of statistical releases and reproductions of its 
minor civil division figures for the schools 
which desire to use them. 

By far the greater proportion of libraries in 
the United States are without the earliest 
Farm Census Volumes. The first volume, that 
for 1840, has been reproduced on microfilm 
and is now available for purchase by schools, 
libraries, and research agencies. Reproduction 
of the 1850 volume is being made at the 
present time, and it is contemplated to make 
available, in microfilm form, all of the older 
volumes for which there is sufficient demand. 
Microfilm projection apparatus is becoming 
standard equipment in the larger libraries, 
schools, and research organizations and, there- 
fore, affords the opportunity of making use 
of films which have been made of many of 
the old documents no longer available for loan 
or consultation due to their poor state of re- 
pair. 

The Census of Manufactures, covering 
manufacturing activities for the calendar 
year 1937, is now under way. Since 1850, 
comparative statistics have been collected 
covering such items as the number of em- 
ployees and their compensation, cost of 
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materials, supplies, fuels, etc., consumed in 
manufacturing processes, and quantities and 
value of products by kind produced. 

The Technical Subcommittee of the Central 
Statistical Board composed of members of 
the Board and representatives of interested 
Government agencies, was charged with the 
revision of the four digit classification sys- 
tem employed in systematizing the editing 
and compilation of statistics relating to manu- 
facturing industries. Briefly, the system pro- 
vides a two digit identification for the general 
class of the industry, such as, “Food and 
Kindred Products”; a third digit identifying 
the type of product, for example, “Dairy Pro- 
ducts”; and the last digit specifies the exact 
commodity, i.e., butter, milk, and _ cheese. 
Orderly and logical classification is of cardi- 
nal importance because it sets up a code to 
serve as a guide in editing the schedules re- 
ceived from industry and facilitates proper 
grouping of commodities in the tabulation of 
the data. 

Further, the system, it is hoped, will be 
regarded as a standard by Government agen- 
cies, both Federal and State, which have need 
for a systematic method of classification. An 
immediate need for a more logical classification 
is expressed by several Federal Government 
agencies, which include the Bureau of Labor 
Statistics, Social Security Board, and the 
Treasury Department. 

Every five years the Census Bureau takes 
a census of electrical industries. The 1937 
census will cover electric light and power 
stations, telephones and telegraphs, street 
railways, motor buses and trolley buses. The 
census of electric light and power stations 
and the census of telephones and telegraphs 
will be very similar to the 1932 census. The 
Bureau plans to expand the scope of the 
street railway, motor bus and trolley bus 
census to cover short-haul mass transportation 
in all cities of 100,000 population or over. 
Street railways, and bus lines which are sub- 
sidiaries of street railways or have trans- 
planted street railways, will be covered as in 
the 1932 census, so that comparability will not 
be destroyed. It is the desire of the Bureau to 
eventually give a picture of short-haul mass 
transportation for all large cities. 


The Bureau of Foreign and Domestic Com- 
merce: 

The Bureau of Foreign and Domestic Com- 
merce has recently released their revised and 


enlarged edition of the check sheets for the 
introduction of new industrial products which 
first appeared in June, 1935. This revised 
volume includes a preface on the place of 
marketing research in present day industrial 
markets which discusses the need of a market- 
ing research department by manufacturers 
and an analysis of causes why such depart- 
ments have failed in many firms in the past. 
There is also included a seven page bibli- 
ography of Government sources of industrial 
market research material, as well as two check 
sheets, one being devoted to direct marketing 
problems, and one concerning the origination 
and production of a new industrial product. 

Marketing men engaged in foreign trade 
and teachers of this subject will be interested 
in the forthcoming volume on export and 
import practices which will be available early 
in 1938. This publication discusses step by 
step the export and import practices in the 
United States today. The first part of the 
volume is devoted to export practices and 
shows why and how the market abroad for 
any products should be analyzed, both as to the 
possibilities for its sale and the existing agen- 
cies of distribution. The technique of export 
selling and the handling of competition in 
foreign markets, trade restrictions abroad, 
packing, documentation, transportation, meth- 
ods of protecting patent and trade marks 
from infringement and financing of the export 
shipment, are also discussed and explained. 
The second part is devoted to import practices 
and deals with methods of analyzing home 
markets; the accepted agencies used in pur- 
chasing abroad; the importance of credit 
position; methods of purchasing various types 
of imported commodities; United States Cus- 
toms procedure and formalities; and financing 
of imports. This volume contains much ad- 
ditional information which will be of value 
to both importers and exporters. A liberal use 
of forms illustrates the text, and a very com- 
plete appendix, as well as a glossary of com- 
mercial abbreviations are also presented. 

Another volume of interest to marketing 
men is the recent Bureau publication on “Ad- 
vertising in Brazil.” In this volume is pre- 
sented a detailed, up-to-date analysis of this 
country as a market for imported merchandise. 
The text and tables contained in this volume 
are well written and give the reader a com- 
prehensive picture of this market. 

The Economic Research Division of the 
Bureau will release shortly its publication on 
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preliminary data on Construction Activity in 
the United States from 1915 to 1936. This in- 
vestigation is primarily a compilation of 
statistical data showing the volume of con- 
struction activity in the United States over 
the period indicated above. Such data are 
shown by types of uses or function, such as 
residential, water supply, and highway con- 
struction; and by types of ownership such 
as public utilities, Federal, State, and local 
Government activity. This forthcoming report 
will also include some statistics for early years 
and a brief analytical discussion of the fluctu- 
ations in construction activity. Another item 
of important interest included in this study 
will be an index of total construction activity 
from 1900 to date. A discussion of trends and 
fluctuations of construction and comparisons 
made with other lines of economic activities 
is also presented. This study also shows the 
development of logical classifications of con- 
struction activity, a summary of the statistics, 
and a brief discussion of the characteristics 
of the industry. Detailed explanations of the 
methods which have been used in arriving at 
the estimates are given in the several chap- 
ters of part 2. 

The November and December issues of the 
Survey of Current Business carried two 
special articles of interest, one a special treat- 
ment of “Farm Mortgage Credit 1930-1937.” 
The article is based primarily upon a report 
of the codperative survey by the Bureau of 
the Census and the Bureau of Agricultural 
Economics, entitled “Farm Mortgage Indebted- 
ness in the United States” and a preliminary 
report on “Outstanding Farm-Mortgage Loans 
of Leading Lending Agencies.” This latter 
study is to be issued by the Bureau of Agri- 
cultural Economics. The article shows the 
decline in farm mortgage indebtedness as well 
as the reduction in the number of farms mort- 
gaged, both tenant and owner occupied. The 
shifting of mortgages due to the refinancing 
program of the Farm Credit Administration 
and the consequent effect upon the volume of 
farm holdings by various types of financial in- 
stitutions is also revealed. 

The article in the December issue, “Sui vey 
of Family Incomes,” is based on preliminary 
data released by the Bureau of Labor Statis- 
tics and the Bureau of Home Economics. This 
article deals with the incomes of our native 
white families and shows how they vary from 
one community of the country to another. Of 
the 152,000 families on which preliminary data 
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have been released, the proportion which have 
been on relief at some time during the schedule 
year varied considerably from city to city and 
village to village. Forty-four per cent of the 
non-relief families surveyed owned their own 
homes with home ownership being relatively 
greater among the families reporting higher 
incomes. The highest percentage of home 
ownership was reported by families surveyed 
in villages. 


Bureau of Home Economics: 


The results of the Family Income Analysis 
for 19 small cities, a part of the Study of 
Consumer Purchases, by the Bureau of Home 
Economics, were released in November, 1937. 
It deals with the amount of money the Ameri- 
can family has to spend and how it was spent. 
These figures are based on data from native 
white families in which both husband and wife 
are living and show the medium family in- 
come, the percentage of home owners, the 
average rent, and the number of wage earners 
in each family. The 19 cities were selected as 
typical of small cities in the United States. 

A supplementary report gives an analysis 
of the incomes of relief families in each of 
these 19 cities, and in the Southeast where 
negroes form half or more of the population, 
there is a special study of negro families. 

As this study progresses and more data 
become available, figures will be published on 
how these incomes were spent. During October 
and November, four such reports were re- 
leased. These reports show the percentage of 
the family income spent on food, clothing, 
housing, automobiles, personal and medical 
care. They also show that considerable dif- 
ferences existed in expenditures within each 
income group and in different localities. In 
cities there was a noticeable difference in the 
spending patterns of wage earners and white 
collar workers. 


C. RESEARCH IN PRIVATE ORGANIZATIONS 
Ferdinand C. Wheeler 


Market Research Corporation 


This organization has compiled the results 
of an inquiry among 442 industrial leaders on 
such matters as Industrial Relations, Public 
Relations, Economic and Marketing Research. 
The opinions of these leaders on the several 
subjects are being distributed in a booklet and 
tend to show the increasing appreciation of 
research as an aid to management. There is 
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considerable encouragement in these expres- 
sions for any practitioner who may feel that 
the informed business public is indifferent to, 
or slow to accept, marketing research. The 
idea of “study” as a basis for administrative 
judgment is apparently taking root. 


Dr. Paul F, Lazarsfeld and Rowena Wyant 


In the Public Opinion Quarterly of October, 
1937 Dr. Lazarsfeld and Miss Wyant had a 
very interesting study under the title “Maga- 
zines in 90 Cities—Who Reads What?” This 
joint study constitutes an examination of the 
readership of 25 magazines in 90 American 
cities of more than 100,000 population. It es- 
tablishes, first, a “Reading Index” for each 
city, proceeds with a number of significant 
speculations and presents some very interesting 
correlations. This work has unquestionable 
value to anyone concerned with studies of 
magazine reading habits. 


Hearst Magazines, Inc. 


Three well-developed booklets, representing 
studies made by the Marketing Division of 
Hearst Magazines, Inc. should be helpful to 
anyone interested in the marketing of wine, 
beer and distilled liquor. One booklet is devoted 
to each of these three subjects and each con- 
tains a wealth of compiled data on such mat- 
ters as the market, the conditions in the in- 
dustry and the national trends of both produc- 
tion and consumption—by months and by 
states. 


Chamber of Commerce of U.S. 


A Committee of the Domestic Distribution 
Department of this organization has recently 
completed a study of “The Service of Adver- 
tising.” This report is rather in essay form 
elaborating such themes as “Advertising Per- 
forms Essential Business Service,” “Protection 
of the Advertising Function,” and “Proposals 
for Further Methods of Protection.” It also 
discusses the nature of advertising, the activi- 
ties of the Better Business Bureaus, the vari- 
ous policies of advertisers, publishers and trade 
associations, the protection of advertising 
through governmental agencies and closes with 
excerpts from several well-known advertising 
codes. As a discourse on advertising, this re- 
port commends itself to marketing men gen- 
erally. 


Curtis Publishing Company 


Under the title of “Merchandising By Ad- 
dition” the Division of Commercial Research 


of the Curtis Publishing Co. has developed a 
study designed to help retail druggists make 
more money. It treats such general subjects as 
“Use-Groups of Drug Store Products,” “Se- 
lection of Stock,” “Display and Promotion,” 
“Turnover and Stock Control” and “Pricing 
and Profit Margins.” The booklet contains a 
number of charts illustrating and stressing 
such ideas as the extent of brand conscious- 
ness among customers, the proportion of busi- 
ness in given lines produced by active brands 
and plans for increasing turnover. The title of 
the booklet is derived from its purpose—to 
show the druggist how he can add his mer- 
chandising efforts to those of the manufacturer 
and wholesaler to secure the fullest benefit in 
increased earnings. It is based upon a com- 
prehensive study of merchandising practices 
and represents a practical application of re- 
search to retail management. 


MacFadden Publications, Inc. 


In a rather elaborate book entitled “Maga- 
zine Homes and Branded Merchandise” Mac- 
fadden Publications has issued a study of 
magazine-reading families, as users of nation- 
ally advertised products and brands, in com- 
parison with non-magazine homes. The broad 
questions treated in this publication are these: 
Are magazine homes better prospects for na- 
tionally advertised products and brands than 
non-magazine homes? How do they differ and 
how much? Is it a matter of “culture” and in- 
come; or is there a deeper significance in psy- 
chology or behavior patterns? The study was 
made in Fort Wayne, Indiana, a city of 122,000 
people and a call was made upon each twentieth 
family in the city. Through a series of charts 
comparisons are made between magazine and 
non-magazine homes in the purchase of such 
items as foods, toilet articles, soaps and cleans- 
ers, automobiles, radios and mechanical refrig- 
erators. There are interesting comparisons, 
also, with respect to several types of maga- 
zines as to reader and family characteristics. 
The survey methods are fully presented and 
there are a number of tables showing by brand 
names the extent of use of various products in 
magazine and non-magazine homes. 


Marketing and Research Bureau 

Under the title “Census of the Plumbing and 
Heating Industry” this organization has pub- 
lished a study of the pertinent material in the 
1935 Census of Business. The material is or- 
ganized into three parts—to cover the Plumb- 
ing and Heating Industry, the contractor and 
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the wholesaler. The first section presents a gen- 
eral picture of the industry with discussion, 
tabulations and graphs on such questions as: 
The total cost to the consumer of plumbing 
and heating equipment since 1934; how much 
business is done by direct-to-customer, how 
much by mail order and the portion of the con- 
tractors’ and wholesalers’ sales which repre- 
sent the cost of doing business. The second 
section presents the percentages of the plumb- 
ing and heating sales dollar which go for labor, 
material, over-head and profit. It also shows 
the number of mechanics in the industry, the 
trend with chains, the seasonal trend of em- 
ployment and covers practically every impor- 
tant point in connection with the operation of 
a plumbing and heating retail business. The 
third section presents those figures which per- 
tain to the wholesaler in the plumbing and 
heating field. In addition to the number of 
establishments, sales, payroll and stock on hand 
there is a complete breakdown of what the 
plumbing and heating wholesaler is handling, 
an analysis of expenses for administration, sell- 
ing, etc., employment data by types of employees 
and an analysis of sales by types of customers 
and by cash or credit. These are all thorough- 
going studies of practical value in the marketing 
of plumbing and heating apparatus and they 
constitute an example of how an industry can 
be analyzed effectively for marketing purposes. 

This Bureau has also issued a booklet on 
“Oil Burner Selling” which treats of the 
growth of the industry, territorial distribution, 
the potential market, methods of distribution, 
factors of influence and in a general way, the 
whole subject of automatic heat and air con- 
ditioning from the marketing point of view. 
Among the conclusions resulting from the 
study it appears that the potential market for 
oil burners during the current year would ap- 
proximate 285,000 units; that the market is 
only 21 per cent saturated and that there is a 
growing replacement market. It also shows 
that there is a trend among distributors of oil 
burner apparatus toward rounding out their 
lines to offer any type of automatic heat and 
air conditioning equipment that may be desired. 


McCall Corporation 


During the last year and a half a number of 
investigators under the direction of Miss Bar- 
bara Miller have discussed household problems 
with approximately twelve thousand house- 
Wives among the readers and non-readers of 
McCall’s Magazine. This program, which is 
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related to the McCall’s Field Editor project, 
is a continuing study, in the homes, of the 
household resources, procedure, problems and 
tastes of housewives in widely scattered sec- 
tions of the country. The questionnaire used by 
the interviewers includes a section which re- 
mains the same throughout the year, and a spe- 
cial section, which is changed each month, 
focussing on one particular household prob- 
lem. The permanent portion yields general in- 
formation concerning the housewife herself 
(her age, her membership in clubs, her reading 
habits), her family (the number of persons, 
the economic status), and her house (the type 
of home, the number of rooms, the equipment 
and the like). The special section produces 
more detailed information on one particular 
homemaking activity or personal interest. 


Dun & Bradstreet, Inc. 


The 1937 Retail Survey almost identical in 
form and coverage with the 1936 work was 
completed about July 3l—about six weeks 
earlier than was the case last year. It covered 
somewhat over one hundred retail trades and 
was based on reports from 26,000 retailers. 
Such typical operating ratios as gross margin, 
inventory turnover, expenses in detail and to- 
tals, operating profit, sales trends, inventory 
trends, proportions of cash, credit and instal- 
ment business were given. In those trades 
where the sample of reporting concerns was 
large enough to permit, additional breakdowns 
by size of store, size of town and geographical 
territory were published. 

The only significant change from last year’s 
Survey was a refinement of the method of 
classifying concerns by trades. Many peculiar 
combinations are found involving in a single 
store what seem like two distinct lines of retail 
business. By obtaining the percentage of sales 
volume in each of the three major lines car- 
ried by any store, it was possible this year to 
classify each concern according to its major 
line; or if a considerable number of concerns 
reported the same combinations of lines not 
dominated by any one group of commodities, 
a special combination trade was designated and 
the figures were tabulated separately. 

Most of the changes in expense and margin 
ratios between 1936 and 1937 were slight and 
were in the direction which would be expected 
as a result of increased prosperity and business 
volume. 

The Retail Survey will not be repeated in 
1938 but will be replaced by a Business Trends 
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Survey, description of which will be available 
in time for the April issue. 

Financial Ratios—“Fourteen Guides to Fi- 
nancial Stability,’ R. A. Foulke’s book—“Be- 
hind the Scenes of Business” was republished 
in a 1937 edition carrying balance sheet ratios 
as of the close of 1935. Similar ratios as of 
the close of 1936 have just been completed and 
have been published in the December issue of 
Dun’s Review, and probably later incorporated 
in a revision of the book. The outstanding fact 
from this tabulation was that ratio of inven- 
tory to net working capital was higher—for 
most of the industries covered—in 1936 than 
in any of the previous five years covered by 
the figures. It gives tardy but interesting con- 
firmation of the feeling that inventories were 
built up in excess of real needs during 1936. 
The fourteen financial ratios computed for each 
industry and trade show the interrelation of the 
following items: Current assets, current debt, 
net profit, net worth, sales, working capital, in- 
ventory, receivables and funded debt. Tabula- 
tions are given for 35 manufacturing indus- 
tries, 18 wholesale trades and 7 retail trades. 

An Appraisal of the Undistributed Profits 
Tax. This study published in the September 
issue of Dun’s Review, was the combined result 
of: 


a. An impartial study of the form of the tax, 
based largely on government data, pub- 
lished comments and a careful weighing 
of the sources and natural bias of all 
material used. 

b. A special questionnaire mailed out 
through leading firms of Certified Public 
Accountants and returned by over 700 
corporations. 


The statistical tables were mainly in the 
form of tallies of answers to specific questions. 
Frequency distributions were made of percent- 
ages given in answer to questions regarding 
the proportion of earnings paid out in divi- 
dends before and after the tax. 

Surveys of Wholesalers’ Operating Costs 
were released the third week in October for 
the following trades: 


Wholesale Grocers 
Automotive & Equipment Wholesalers 
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Dry Goods Wholesalers 

Confectionery Wholesalers 

Bakers’ & Confectioners’ Supply Houses 
Floor Covering Wholesalers 

Paint & Varnish Wholesalers 


Each of the surveys was conducted in codpera- 
tion with a national association of wholesalers 
or manufacturers interested in that trade. Two 
new plans of interest were adopted in group- 
ing the concerns for tabulation. The first was 
a division of the profitable concerns into 
groups which were labeled “survival” and 
“successful.” The “survival” concerns differed 
from losing enterprises in that they were earn- 
ing a sufficient net profit to keep afloat indefi- 
nitely but, in terms of the usual turnover of 
net worth in that line of business, were not 
earning enough to attract new capital or pro- 
vide for substantial growth through retention 
of earnings. The “successful” concerns were 
earning an average or attractive return on 
their net worth. The second experiment was a 
classification of concerns according to major 
merchandise lines and in some trades another 
classification according to type of customers 
served. Thus, wholesale grocers carrying a sub- 
stantial quantity of perishable merchandise are 
analyzed separately. Automotive parts and ac- 
cessories wholesalers selling primarily to re- 
tail accessory stores are distinguished from 
those doing most of their business with garages 
and service stations. The “survival” group of 
dry goods concerns attribute their lack of ade- 
quate profit mainly to their failure to obtain an 
adequate margin. while the trouble with the 
losing concerns was almost entirely a matter of 
expense. 

A Revised Insolvency Index computed back 
to 1887 appeared in the December issue of 
Dun’s Review. The revision involved checking 
all known possible sources of inaccuracy in the 
original data, particularly a regrouping of fig- 
ures, which were reported in earlier years on 
periods of four or five weeks, to conform to a 
calendar month basis. A seasonally adjusted 
series will be published parallel to the index. 

Ail these Dun & Bradstreet studies are con- 
structive, timely and thorough-going. They are 
worthy of the closest attention and considera- 
tion. 




















Reviews of Books and Digests of 
Leading Articles in Marketing 
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A.—Book REVIEWS 


ProBLEMS IN ADVERTISING, Third Edition, by 
Neil H. Borden. New York: McGraw-Hill 
Book Co., 1937. xiv, 698 pp. $5.00. 


Reviews of any of the case-books put out 
by staff members of the Graduate School of 
Business Administration at Harvard might 
start in the same manner, because all of these 
books are highly specialized products, prepared 
for a narrow potential market. 

Specifically, these books are for instruction 
purposes in business administration, primarily 
for Harvard, and secondarily for any other 
school which has a mature and well-grounded 
corps of students and enough available course- 
time to make the exclusive case-method of 
teaching feasible. In organization, selection, 
and presentation of material these books have 
maintained a uniformly high standard of ex- 
cellence, and they represent a costly contri- 
bution to the literature of business management. 

From the original publication of Dr. Cope- 
land’s first case-book, “Problems in Market- 
ing,’ there has been no change in the basic 
pattern or philosophy. The book under im- 
mediate consideration, Professor Borden’s 
third edition of business cases pertaining to 
advertising and sales promotion, carries on 
in the tradition of the entire Harvard series. 

In developing his latest volume, Professor 
Borden has stuck pretty well to the organi- 
zation he used in his first edition ten years 
ago, a functional and semi-chronological ap- 
proach. The distribution of cases by subject- 
headings is as follows: 


Appraisal of opportunities profitably to 
employ advertising to stimulate primary 


and selective demand ................ 42 cases 
Building the promotional campaign .... 13 cases 
Developing institutional advertising .... 4 cases 
Determination of budgets and of adver- 

tising appropriations ................ 10 cases 
Checking the effectiveness of advertising. 15 cases 
PE a ntivnivnsnsansnakanendas 2 cases 


Presentation of advertising ............ 3 cases 
Selections of media .................0. 13 cases 


Advertising agency relations .......... 2 cases 


Total cases 


The distribution of cases among the various 
divisions of the book indicates something of 
Professor Borden’s basic attitudes toward ad- 
vertising. About forty per cent of the cases 
in the book are used in the first section, that 
dealing with management’s initial appraisals 
of the possible effective use of advertising. 
Apparently the author feels that many of the 
serious mistakes in handling advertising are 
fundamental and basic in nature; that com- 
prehensive early analysis would save many 
later headaches; that “well begun is half 
finished” definitely applies to the case of 
management’s use of advertising. 

Four other main theses are emphasized by 
the author’s use of ten or more cases each 
in presenting them: 

1. That advertising must be integrated with 
a completely coordinated campaign involving 
other promotional efforts. 

2. That the advertising budget must be de- 
veloped scientifically. 

3. That advertising must be checked and evalu- 
ated as to its effectiveness. 

4. That media must be intelligently selected. 


It is rather apparent that if business manage- 
ment would follow through as far as the outline 
suggests, the situation would be continuously 
well in hand, and the great volume of presenta- 
tion details could be left satisfactorily in the 
hands of advertising technicians. 

The checking of the effectiveness of ad- 
vertising seems to interest the author particu- 
larly, for he has this to say in the preface to 
his second edition: 

A large part of advertising has been taken on 
faith; too little has been done in checking its 
effectiveness. The problem of determining its ef- 
fectiveness is a difficult one. The variables to be 
kept in control in measuring advertising effect are 
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so many that even an approximate measure often 
seems impossible. Yet the voice calling for a more 
hard-headed appraisal of advertising and for 
means of checking its effectiveness is becoming 
more insistent. 


In summary: Here is a book which is well- 
known to those who have any use for it, and 
comparatively unknown to all others; a book 
filled with interesting and useful material, but 
so written as to be a constant source of irri- 
tation to the casual reader, because it never 
tells who the murderer was. 

The reviewer wonders whether such a book 
would not be more valuable to business if it were 
presented in parallel page style, with the case 
material on one page, and the analysis and 
commentaries on the opposite page. It is to 
be regretted that such useful material should 
be lost to the major audience. Also, one 
wonders whether small volumes of selected 
cases might not be published to take care of 
the larger college market which cannot profit- 
ably use the entire group of cases. In detail, 
the volume has been cut one hundred and forty 
pages from the 1932 size, and cases have been 
cut down from 129 to 104. All of this is ad- 
vantageous and the book is much easier to 
handle than any of its unwieldy ancestors. 
Last but not least, since there is a very satis- 
factory inclusion of new cases in each of 
Professor Borden’s revisions, the new volume 
is definitely a product for 1938 consumption. 

E. G. SMITH 
University of Texas 


More Power TO ADVERTISING, by J. R. Adams. 
New York: Harper & Brothers, 1937. 179 
pp. $2.50. 

Mr. Adams’ book, I believe, will be of more 
value to laymen who know little or nothing 
about advertising than it will be to experienced 
advertising men. 

In the introduction, the author asserts that 
when an industrialist asked him to tell what 
he knew about advertising he was stunned to 
find out that he could tell all he knew in 
something less than five minutes. Perhaps the 
author is modest or he may be guilty of one 
of the sins of advertising—exaggeration. At 
any rate a man of Mr. Adams’ experience 
could undoubtedly lecture two or three hours 
a week for a full college year on advertising 
and not exhaust his store of useful knowledge. 
As if to disprove his own words, Mr. Adams 
proceeds to tell a bookful. It is a fair as- 
sumption that he knew most of the things 


about which he writes before the industrialist 
asked him the question. 

It is, perhaps, this assumption of abysmal 
ignorance on the part of advertising men that 
leads the author to devote much of his book 
to stating fundamental principles which have 
been recognized and accepted for years and 
which may be found in many previous books 
on advertising. 

For instance, here are a few chapter 
headings—“Keep Your Advertising Simple,” 
“Boastfulness the Cardinal Sin,” “Why Ad- 
vertising is not a Profession,’ “You are 
Selling Service,” “Advertising Not an Ex- 
pense,” “It’s Pretty—But is it Advertising?” 
“It takes a Good Product.” Advertising men 
know all of this but probably the layman does 
not. 

Says Mr. Adams, “Your picture may be by 
Michelangelo and your copy by the Bard of 
Avon—but if it move not merchandise, you 
have nothing to admire.” This goes without 
saying. So does this: “Problem number one 
is to say the right thing in the right way and 
is largely a creative problem. Problem number 
two is to get this message before the right 
type of people and to reach the proper num- 
ber of them.” 

Mr. Adams in his chapter “What is an 
Advertising Man” fails to answer the question. 
He says, “He is not a genius. He is seldom 
even artistic, but he does combine a flare for 
writing, an eye for design, an instinct for 
business and a fierce competitive pride.” If 
only those who possess all these qualities can 
be called “advertising men” or “great adver- 
tising men,” then Mr. Adams is correct in 
saying that “he is a rare bird.” I believe that 
there are many good advertising men in ad- 
vertising agencies and in advertising depart- 
ments the country over. They are no rarer 
than good sales managers. 

Especially worthy of commendation are 
Mr. Adams’ criticisms of radio commercials 
and the chapters headed “Advertising and the 
Investor,” “Don’t Forget the Consumer” and 
“A Lesson From Retail Experience.” 

In spite of the above the book makes good 
reading. It would be well for advertising men 
to read it at least for confirmation of their 
present beliefs if for nothing else. Perhaps it 
will be of more value to laymen who may find 
outlined some principles with which they are 
not familiar. 


A. J. BREWSTER 
Syracuse University 
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PRINCIPLES OF ADVERTISING, by H. K. Nixon. 
New York: McGraw-Hill Book Company, 
Inc., 1937. xv, 541 pp. $4.00. 

Textbook literature in advertising has de- 
veloped from two distinct patterns. One 
follows the method of the case system, long 
cherished by the Harvard Graduate School of 
3usiness Administration; the other outlines 
nrinciples, descriptive in content and followed 
by most collegiate schools of business. The 
McGraw-Hill Book Company published this 
year texts in both prescribed patterns. Borden’s 
Problems in Advertising has been revised 
(Third Edition, August 1937); Nixon has en- 
tered the field with Principles of Advertising 
(First Edition, July 1937). Both books should 
sell well as they are the products of advertis- 
ing-conscious men. 

A conventional approach to a subject need 
neither condemn nor condone the output. The 
conventional pattern for teaching principles 
was successfully established by Otto Kleppner 
whose Advertising Procedure, revised and re- 
printed in its many editions, has enjoyed 
greater circulation than any other textbook 
on advertising. The dim shadows of the first 
pattern on principles emerged when Walter 
Dill Scott wrote The Psychology of Advertis- 
ing in Theory and Practice some thirty-five 
years ago. There are those who will argue 
that psychology and procedure are two dis- 
tinct approaches in pedagogics, nevertheless 
both deal with principles. Nixon combines both 
approaches. The pattern of principles went 
unchallenged until the advent of the case sys- 
tem and, seemingly then, became a perennial 
topic of discussion at meetings of the Na- 
tional Association of Teachers of Marketing 
and Advertising until Nystrom wisely ruled 
to outlaw all discussion on the respective 
merits and demerits of the two systems. From 
that day forth the lion and the lamb lay down 
peacefully together—at least at meetings on 
teaching methods. 

Suffice to say, the respective protagonists 
have continued the argument. In the field of 
advertising the patterns are firmly set. Text- 
book writers continue to follow the wheel 
marks of earlier roads. Professor H. K. Nixon 
Is no exception. His Principles of Advertising 
keeps to the main highway. Recent textbooks 
in marketing have devoted more space to 
economic and social consequences and Nixon 
has wisely made these additions in his treat- 
ment about advertising. Other features are the 
inclusion of data on the extent to which the 
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advertising professor approves certain rules 
for copy and layout and a codrdinated approach 
on various phases of business promotion. 

The framework of the text is built about 
a “series of principles that experience has 
shown to be basic to successful advertising.” 
The three opening chapters introduce the 
reader to the marketing structure in which 
advertising performs its functions and deline- 
ates the scope and organization of advertising. 
Following these are seven chapters on “princi- 
ples” interspersed with chapters on advertising 
technique including copy, layout, illustrations, 
printing, engraving and six chapters on media. 
The cardinal principles are: An Appealing 
Product or Service; Marketability; The Ar- 
resting and Impelling Theme; Identifying and 
Distinguishing the Product; Effective Pre- 
sentation; Coordinated Effort; and, Improve- 
ment Through Measurement. The text includes 
a bibliography, a glossary and an appendix 
adapted from the Market Research Series, 
“Introduction of New Consumer Products,” of 
the Bureau of Foreign and Domestic Com- 
merce, which might well be used as material 
for a student problem in projecting an adver- 
tising campaign. 

Since the book does not depart from a 
familiar pattern, the chief contribution is its 
clarity in presentation and arrangement, to- 
gether with the inclusion of some unpublished 
textbook material and illustrations, found only 
in those illusive files of an instructor who is 
keeping up with the day-to-day changes in 
the field. Noteworthy in recent books on ad- 
vertising are the addition of chapters on the 
social viewpoint, copy testing and marketing 
research, although the consumer movement has 
yet to reach the stage where it receives a chap- 
ter to itself. 

Nixon has contributed another “Princi- 
ples” from which the advertising instructor 
may choose a text for an introductory or 
partially advanced course from among others 
offered by Kleppner, Hotchkiss, Goode, San- 
dage, Brewster and Palmer, Starch, Hess, 
Poffenberger, Lucas and Benson, Scott and 
Howard, and similar texts devoted to princi- 
ples of advertising. It is perhaps fortunate 
for the student that these texts do not ap- 
proach in number of pages the recent ad- 
ditions to general textbooks on marketing 


which are somewhat measurable in quantity 
output as they approach the thousand page 
mark. Nixon has done well in the selection of 
material which covers a large field within the 
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limits of 550 pages. Classroom discussion can 
broaden the student’s viewpoint and be guided 
by additional selections from an instructor’s 
personal files and portfolios and his own ex- 
perience. 

Howarp H. Hovpe 

Wharton School of Finance & Commerce 


Retait Crepit Manuat, by J. A. Hagios 
(Ed.). New York: The National Retail 
Dry Goods Association, 1937. 52 pp. $1.00. 


The Retail Credit Manual, released by 
the Credit Management Division of the 
N.R.D.G.A., presents to the Credit Managers 
of the more reputable department stores of 
the country, a compendium, well worth care- 
ful study. The undertaking carries the Credit 
Man back to the ancient and Biblical days, 
and, step by step, unfolds, for his enlighten- 
ment, the romance of credit. 

The contents of the manual, perhaps, will 
not appeal any too strongly to the embryonic 
credit manager, or to the great majority of 
small institutions, by reason of the fact that 
the subjects covered pertain almost altogether 
to a very large and well organized business. 
To those credit managers, however, whose in- 
terest in the business with which they are 
connected, is such that they want to progress, 
and keep abreast of rapidly changing times, 
a most careful and painstaking perusal of the 
contents of the manual is suggested; they will 
find therein a very complete exposition of all 
important operations of a well organized 
credit department. 

The manual is so written that each sub- 
ject dovetails into the subject immediately 
following. The continuity is absolutely cor- 
rect. From evolution of credit, we come to 
the modern credit department organization, 
duly charted. We then come to the functions 
of the credit manager, which are many and 
varied; the credit office and affiliate depart- 
ments; their layout and equipment, a most 
important feature, is covered quite completely. 

We know, under the present-day technique, 
that credit managers must be salesminded, and, 
in fact, they must be key salesmen in any 
large organization doing a credit business. 
Credit sales promotion is covered very thor- 
oughly in the manual. The matter of identi- 
fication, authorization, collection, etc., all of 
which become a part of the credit manager’s 
work, are covered in such a manner that all 
one has to do, is to read the outline as st 
forth. 


Billing procedure, and other mechanical 
requirements—all so necessary to the credit 
manager’s success—aging and analysis of ac- 
counts, deferred payment procedure, are most 
interestingly covered, as is that all-important 
feature of the credit manager’s work, how to 
obtain reliable credit information. This ques- 
tion is answered through the reference to the 
“Modern Credit Bureau.” 

By and large, the Retail Credit Manual is 
one of the most valuable offerings of the day. 
Briefly, it is, in itself, a very thorough and 
understandable course in Credit Department 
procedure. 

Cuar.es M. REED 
University of Denver 


CooPERATIVE ENTERPRISE, by Jacob Baker. New 
York: Vanguard Press, 1937. 266 pp. $2.00. 


Jacob Baker has contributed an excellent 
volume to the literature on codperative activi- 
ties here and abroad. As Chairman of the 


President’s Inquiry on Cooperative Enterprise, 


he visited ten European countries in an effort 
to study the achievements of codperatives. His 
conclusion is distinctly favorable to American 
cooperative growth which he holds will check 
monopoly and “broaden purchasing power.” He 
contends that codperatives develop in widely 
varying patterns depending upon the national 
situation. He concludes “There is no reason to 
believe that codperative enterprise will not 
grow to considerable proportions in the United 
States in the next generation. ... The volume 
of consumer cooperative enterprise has multi- 
plied five-fold between 1931 and 1936. While 
marketing codperatives have not shown the 
same recent proportionate increase, they too 
are expanding. At the moment, perhaps, the 
marketing codperatives of the United States 
are in a period of consolidation of ground al- 
ready gained. Since both marketing and con- 
sumer cooperatives arise from the same impulse 
—the most satisfactory and lowest cost service 
to members—we may expect the two major 
types of codperative enterprise to move for- 
ward, and perhaps at an increasing tempo of 
advance.” 
Cotston E. WARNE 
Amherst College 


MARKET RESEARCH AND ANALYsIsS, by Lyndon 
O. Brown. New York: The Ronald Press, 
1937. xiv, 487 pp. $4.00. 


An objective approach to marketing and a 
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scientific attack on its problems has become 
increasingly the aim of marketing instructors 
and progressive business men. As a result we 
now appear to be in at least the second cycle 
of the production of books in this field. Until 
last spring little except articles on various 
phases of the subject had appeared since the 
work of Duncan, Eigelberner, Reilly, and 
White. In the past six months, however, we 
have had “The Technique of Marketing Re- 
search,” by a committee of the American Mar- 
keting Society, “Marketing Research,” by Pro- 
fessor D. M. Phelps, and the book here under 
review which has been used in mimeograph 
form for five years at Northwestern and for 
shorter periods of time in three other univer- 
sities. 

The development of scientific methods in 
marketing has motivated Dr. Brown to pro- 
duce a book which he says will serve as a guide 
to practice, a complete handbook, and a bal- 
anced textbook of market research and analysis 
for college work (p. v). The author has, how- 
ever, recognized that “mere knowledge of its 
(market research and analysis) forms and tech- 
niques” is not sufficient, but that an understand- 
ing of its philosophical foundations, application 
to markets and marketing, limitations, and its 
role in business are essential to its successful 
use. And study, rather than light reading of the 
material, is requisite for understanding the 
implications and role of marketing research. 

The treatment is divided into 18 chapters, 
which, though not formally partitioned, can be 
considered in 3 main sections. In chapters 1 
through 4 the introductory and foundation ma- 
terials appear. Here are presented a distinction 
between market analysis and market research, 
types and uses of market analysis, implications 
of the scientific methods in the study of mar- 
keting, and the application of the practical 
scientific approach to market analysis methods. 
In the second section of 11 chapters, 5 through 
15, specific market research and analysis pro- 
cedures are described and discussed. This sec- 
tion includes treatment of the “situation 
analysis,” the various phases of planning in- 
vestigations: purposes, types and sources of 
data, forms for the collection of data; sampling 
and collection, costs of gathering statistical in- 
formation, tabulation, analysis, interpretation, 
and presentation. In chapters 16 and 17 of the 
third section, Professor Brown provides an 
interesting discussion of the uses, limitations, 
and methods of quantitative analysis along the 
lines of his recent Harvard Business Review 


Articles.* And in the final chapter he gives his 
philosophy of the réle of market analysis in 
business. 

As a textbook this volume has several com- 
mendatory features. The author recognizes that 
market analysis presupposes a knowledge of 
marketing and elementary statistics. As a con- 
sequence, there is no pretense of treating either 
of these subjects in detail. References to texts 
in both subjects are provided for serious stu- 
dents. The text is clearly and simply written. 
There are no sections which have received un- 
due treatment or discussion, and from this point 
of view and that of general balance of the 
material, the book is superior as a textbook to 
“Marketing Research” with its philosophical 
tone or to “The Technique of Marketing Re- 
search” with its psychological emphasis. 

The name of this book slightly misrepresents 
its contents. In the first chapter a distinction 
is made between market research and market 
analysis and the remainder of the book is in 
general restricted to what is defined as market 
analysis. It appears to this reviewer that there 
is little reason for the distinction so made. Re- 
search is after all usually preliminary to 
analysis whether the analysis is to be made of 
markets in a “broad, general way,” or of a 
“specific products or service” (p. 12). 

Scientific method is treated separately in 
chapter 3 in a superficial fashion. The author’s 
enthusiasm for his subject and its improvement 
has no doubt been the cause for his ineffective 
repetition in this discussion of such qualifying 
phrases as “sound basis,” “sound conclusion,” 
“sound procedure,” etc. (pp. 64-71). The 
classifications which are employed in this chap- 
ter may lead to more confusion than clarity. 
For instance, under the heading, “The General 
Techniques of Special Scientific Fields” statis- 
tics is considered as a social science (p. 75). 
Furthermore, it is difficult to tell whether the 
subheads of Accounting, Engineering, Psy- 
chology, and Sociology are considered “General 
Techniques” or “Scientific Fields.” It is hind- 
sight rather than foresight, if not wishful 
thinking, which gives any credence to Brown’s 
statement that “scientific method is above all 
simple, direct, logical, and sound” (p. 10). 
Along with statistics and marketing it would 
have been better to have left “Scientific Meth- 
od” for specialized collateral study. 

The method of exposition is generally ex- 


* First article appeared in Harvard Business Re- 
view, Vol. XV, No. 2, pp. 233-234. 
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cellent but for the sake of developing the ques- 
tioning attitude among students it might have 
been helpful to illustrate methods of validating 
certain kinds of conclusions. For instance, in 
an illustration on page 105 in which there is a 
difference of 10 points in two averages of per- 
centages, some method of measuring dispersion 
might have been employed for ascertaining the 
significance of the difference. The organization 
is good but this reviewer has found it ad- 
vantageous in teaching to use chapters 16 and 
17 on certain specialized aspects of quantitative 
analysis before assigning anything on final in- 
terpretations and presentation. 

Lester S. KELLOGG 

The Ohio State University 


PROBLEMS IN RETAILING, by Malcolm P. Mc- 
Nair, Charles I. Gragg, and Stanley F. Teele. 
New York: McGraw-Hill Book Co., Inc., 
1937. xv, 676 pp. $5.00. 


This new Harvard Problem Book is another 
of the less bulky volumes in that series. It is a 
condensed combination and reissue of portions 
of two problem books in retailing published in 
1930 and 1931, with the addition of new prob- 
lems contributed by 46 codperating retail insti- 
tutions or their executives. Of 14 sections in 
the book, six have apparently been carried over 
or adapted from Problems in Retail Distribu- 
tion (1930). 

Of the 101 cases in the book, at least 58 are 
new, 27 were evidently retained or adapted 
from Problems in Retail Store Management 
1931) and 16 from the other case book. Among 
pertinent retailing problems of current interest, 
the new cases cover these subjects: group buy- 
ing, creative merchandising and detection of 
fashion trends, price discrimination, pricing 
policies, classification and unit controls, poli- 
cies on special sales events, instalment selling 
of clothing, the supermarket leased concession, 
distributors’ brands, suburban branches, modern 
window display for variety stores, radio adver- 
tising and labor policy. A larger treatment of 
the fashion element, merchandise selection and 
buying sources and practices is consistent with 
the increasing importance of procurement 
phases of retailing. However, the smaller page 
limits of the volume have evidently caused the 
omission of cases dealing with certain buying 
and selling policies, such as exclusive agency 
or resale price maintenance, which have not 
lost their pertinacy and importance. 

Obviously, such a problem or case book at- 
tempts no complete exposition of the field of 
retailing. As the authors state in their preface, 


“The case method is admittedly not a rapid 
way of covering ground. The purpose is not 
primarily that of coveying information but 
rather that of teaching students to single out 
the salient facts in a business situation, to 
marshal them in their logical relationships, to 
recognize issues, to conjecture alternative poli- 
cies, to balance pros and cons, and so to de- 
velop a technique of making business decisions. 
... (However) it is inevitable that the cases 
themselves, as well as the occasional notes and 
appendices, should have a large factual con- 
tent ... (which) is, of course, not presented in 
any organized form. The lack of such organized 
exposition is, in part, met in this volume by the 
interspersed text material.” 

To orient or direct the student in his ap- 
proach to the several groups of problems, each 
section opens with three to eight pages of con- 
densed but rather inclusive expository material ; 
and informative appendices follow certain 
problems. An introductory chapter of 36 pages 
describes concisely the nature of retailing and 
types of retail enterprise, discusses retail mor- 
tality and various changes that have occurred 
in retailing and deals with the rising costs of 
retail distribution and with legislative develop- 
ments. Ten pages of references end the volume. 

While case books generally are subject to 
criticism for the inadequate amount of informa- 
tion they can furnish specific to each case, this 
volume has offered a number of longer cases. 
It also appears to supply an increased amount 
of tabular data for the students’ examination 
and analysis. 

Problems in Retailing is suitable as a basis 
for a discussion course in retailing extending 
through a single semester or quarter where the 
student is required to obtain additional in- 
formation from general expository texts in that 
field. The cases can be arranged easily for use 
by way of illustration and extension of the 
several most recently published general texts in 
retailing ; and this reviewer believes that many 
schools would prefer to employ the problem 
book in this auxiliary way. The volume brings 
up to date in an acceptable manner, although 
within a somewhat limited scope, the two very 
useful earlier volumes. But, as was the case 
with those volumes after several years of use, it 
will tend to be superseded; and any course em- 
ploying it can well be enriched and made more 
flexible by the frequent introduction of origi- 
nal cases presenting data about developments 
of fresh current interest to students of retailing. 

A. HamiILton CHUTE 
University of Minnesota 
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BuyING For Retait Stores, by N. A. Brisco 
and J. W. Wingate. New York: Prentice- 
Hall, Inc., 1937. 565 pp. $5.50. 


Formerly those who had “neither the time, 
the wit, nor the opportunity to master a pro- 
fession” could turn to the business of buying 
and selling commodities, and could probably be 
quite successful in the practice of this art. But 
in recent years retail institutions have been 
demanding scientifically trained men to assume 
the merchandising responsibilities; hence text- 
books such as this in a specialized phase of 
retail operations. 

Buying for Retail Stores, designed for the 
student and executive, is for the most part an 
excellent piece of work. By its very nature it 
must assume an individual point of view, but 
if retailing practice were actually carried on as 
suggested in this book, there probably would be 
an advantage accruing to society as a whole. 
The book, in this reviewer’s opinion, is the best 
so far of the Retailing Series. It might be well 
to list some of its good features. For one thing, 
it is up to the minute. For example—it makes 
frequent use of 1935 census figures; it includes 
a discussion of the Robinson-Patman Law; and 
it even makes mention of the Miller-Tydings 
Act. It is full of factual material of a nature 
almost indispensable to the practical buyer. 
Some of the chapters are extraordinarily well 
done. For example, those dealing with the meth- 
ods of determining what to buy are definitely 
in the nature of contributions to retailing 
knowledge. Many of the excellent ideas in- 
cluded in this section are ingenious; all are 
practicable. 

There are, however, several limitations to 
the text. The first chapter on the economics of 
buying is a trifle weak. This, perhaps, is in 
part due to the fact that there is little one can 
say about the economics of buying (classifica- 
tion of wants, utilities, value, buying motives, 
etc.) that has not been said many times already. 
One exception to the generalization concerning 
the lack of merit of the first chapter is the 
section on buying motives for women’s apparel. 

Only two other important adverse criticisms 
can be made of the book. One is that the authors 
miss a fine opportunity in their chapter on trad- 
ing technique to offer a more practicable guide 
to trading under the Robinson-Patman Act. 
Perhaps this was considered and found to be 
impossible. At least the preliminary signposts 
should have been constructed, however. Cer- 
tainly those cases in which cease and desist 
orders have been issued, those which have been 
dismissed and those now before the Commission 


should have been analyzed. The discussion, 
while good academically would have been of 
much greater aid to the practical buyer, had 
more specific guides been offered. 

The other weakness which this reviewer finds 
in this otherwise excellent book is that the 
material on the Miller-Tydings Act was in- 
serted (one would infer) with too little atten- 
tion to the amending of the approach to the 
discussion of the several older methods of 
maintaining retail prices. While it is impressive 
to have an August act contained in an October 
book of the same year, it should not be done at 
the cost of confusing the reader. 

According to the authors, this book covers 
“the principles underlying what, when, where 
and how to buy.” The first three chapters cover 
familiar background material on economics, re- 
tail outlets and the merchandising organiza- 
tion. These chapters are used only as a point 
of departure. Chapters 4 and 5 deal with the 
what part of buying. Sales analyses are dis- 
cussed in great detail followed by an excellent 
discussion of how to analyze unmade sales 
(through want slips, adjustments, etc.). Vari- 
ous types of customer surveys and counts are 
covered here, also. Then follows a chapter on 
the several agencies which can be utilized in 
analyzing customer demand. The techniques of 
operating such matters as unit control, com- 
parison shopping, fashion and testing bureaus, 
are covered, as well as the type of information 
which can be purchased through the various 
market trade services. 

On the line between what to buy and when 
to buy is a chapter entitled, “Model Stocks and 
Buying Plans.” Chapter 8 on merchandisinig re- 
sources offers a thorough discussion of the 
analysis which is required in seeking out re- 
sources, the method by which they should be 
chosen and the technique of discovering which 
are best. This is followed by a chapter on 
wholesalers or other middlemen in which the 
authors list the several types of resources and 
describe the services offered by, and the cir- 
cumstances under which one should use each 
of the several types of functionaries. This is 
followed by another where chapter; one in 
which wholesale markets are classified geo- 
graphically (New York, Boston, Philadelphia, 
San Francisco, etc.) and by lines (ready-to- 
wear, piece goods, small wears, etc.). 

Then logically follows a description of mar- 
ket representatives which is one of the best 
this reviewer has seen. Reasons for the de- 
velopment of resident buying offices, the bene- 
fits accruing to their patrons by their use, the 
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types from which to choose, and the points to 
be taken into account in the selection of such 
an agency are very well covered. The next 
chapter covers group and cooperative buying, 
under what circumstances they can be utilized 
effectively and the limitations of such tech- 
niques. This is followed by a chapter entitled 
“Foreign Buying” which is a veritable manual 
upon the subject and includes material on meth- 
ods of making contacts, the planning of the 
itinerary and the more important technical as- 
pects of import procedure. 

The how of buying is covered in the follow- 
ing several chapters. The technique of mer- 
chandise selection (actual practical rules), 
trading techniques (the several methods which 
may be used by the buyer in obtaining the low- 
est prices from his resources), terms and dis- 
counts (including seasonal, cash, trade and 
quantity discounts as well as allowances of 
various types) and the technique and legal 
aspects of ordering. Chapter 19 on brands and 
price maintenance is, with the one exception 
mentioned above, excellent, the section on re- 
tailers’ brands being particularly well done. 
The final chapter on trade relations makes the 
important point that amicable relations between 
supplier and buyer are advantageous to all 
concerned ; it devotes an equal amount of space 
to vendors’ complaints against retailers and 
retailers’ complaints against vendors. Each of 
the two types of functionaries could read the 
criticism directed toward himself with profit. 
The final section of the book is entitled “Ques- 
tions and Projects.” The questions on the whole 
will probably succeed in their purpose of as- 
sisting the student to think about, instead of 
simply to remember, the facts provided in the 
text. 

Ratpu Cassapy, Jr. 
University of California at Los Angeles 


RESEARCH MEMORANDUM ON SocrAL ASPECTS 
OF CONSUMPTION IN THE DEPRESSION, by Ro- 
land S. Vaile, with the assistance of Helen 
G. Canoyer. New York: Social Science Re- 
search Council, 1937. pp. 86. $0.75. 


This interesting study is one of thirteen 
sponsored by the Social Science Research 
Council “to stimulate the study of depression 
effects on various social institutions.” The ob- 
jective of this particular monograph on the 
social aspects of consumption in the depression 
is to indicate the types of data available, to 
point out important gaps in these data, to raise 
important questions to be answered, and to 
suggest important problems to be studied. 


Because it is necessary to know what hap- 
pened in the field of consumption during the 
depression before we endeavor to know why 
it happened, or to determine whether the ef- 
fects were good or bad, and before we can 
plan for future emergencies, the author deals 
largely with typical data which may be used 
to show what happened. It may now be too 
late to answer some of the questions raised 
concerning the last depression, but their con- 
sideration at this time should help those who 
feel the urge to obtain current data during an- 
other depression. 

Chapter II is “a preliminary review of some 
of the important and easily available measure- 
ments of income and consumption.” The ob- 
ject is to (1) “illustrate the type of material 
that is available,” (2) “illustrate the conclu- 
sions that may be drawn from such data,” and 
(3) “suggest some of the imperfections in 
existing information.” Among the topics con- 
sidered are consumption of physical goods, 
recreation, family budgets, quality of merchan- 
dise, new commodities, consumer credit, gov- 
ernment expenditures, and the growing recog- 
nition of the consumer. 

Chapter III, the final chapter, discusses 
problems and projects, with particular empha- 
sis on the need for additional information and 
analysis. In the discussion of particular fields 
for research, there are carefully considered 
suggestions as to how the needed data can best 
be obtained—where the collection of compre- 
hensive data by large centralized agencies is 
essential, where sampling will suffice, where 
local studies can contribute. 

The author’s principal hope is that the studies 
he has considered “may suggest some fruitful 
lines of immediate inquiry.” 

Your reviewer confesses that he lays this 
memorandum down with a very humble feel- 
ing. There is so much we would like to know, 
and so little we do know. There is so little 
factual information available, and much of it 
is not suited to our uses. How can we obtain 
the needed data, be sure it is accurate, and yet 
obtain it with a reasonable expense? And, 
finally, if we had all the data we wanted, just 
what could we do with it, and having done 
with it, what part of our results would prove 
worth the doing? 

The author has done his part well. The read- 
er’s imagination, courage, and resources are 
challenged, and the monograph should indeed 
be instrumental in stimulating inquiry. 

Frep E. CLark 
Northwestern University 
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PROBLEMS IN RETAIL MERCHANDISING, by 
J. W. Wingate and E. O. Schaller. New 
York; Prentice-Hall, Inc. Revised edition, 
1937. 219 pp. $1.75. 

Courses in Retailing in the college curricu- 
lum are of necessity very largely vocational in 
character. Instruction in such courses, there- 
fore, must be concrete rather than abstract. 
Consequently, the teacher of Retailing is al- 
ways harassed by the need for appropriate 
problem material of a practical character to 
enable him to give concreteness to his teaching. 
Professors Wingate and Schaller have per- 
formed an admirable service by making such 
material available in their “Problems in Re- 
tail Merchandising.” 

This book does not belie its title as is so 
often the case with problem books. The authors 
have drawn clearly the line of demarcation be- 
tween cases and problems and have included 
only problems, the statements of which con- 
tain the facts necessary for solutions. The au- 
thors have also taken the position that cases 
built on business situations which require 
analysis and decision are of special value to 
the top management, but are beyond the ex- 
periences of the rank and file. Since most peo- 
ple enter retailing as file workers or as junior 
executives it is more important that they have 
a mastery over the technical tools they will 
use at once. This book should be a valuable aid 
to the student seeking a mastery over such 
technical instruments, 

The problems are largely mathematical in 
character. Subjects treated include the calcula- 
tion of mark-ups and mark-up percentages; 
computation of discounts; methods of arriving 
at profits and determining inventories; the 
classification, distribution, and control of ex- 
penses; sales planning; the planning and con- 
trol of stocks; purchase planning and the open- 
to-buy ; and statistical problems involved in de- 
partment analysis. 

These problems make excellent illustrative 
material for use in conjunction with the texts 
of Prentice-Hall’s Retailing Series. The book 
is a significant contribution to the literature 
on retailing. 

Cuar_tes M. WuItTLo 
Central Y.M.C.A. College 
Chicago, Illinois 


How to Maxe Sates Letrers MaKe Money, 
by Frank Egner. New York: Harper & 
Brothers, 1937. 185 pp. $2.50. 

This book has been projected as a “how” 
book, a book out of experiences with letters 
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in action, a book of sales-letter methods which 
have succeeded for the writer and others. Eight 
devices for securing attention, five for arous- 
ing desire, ten for obtaining conviction, and 
four for inducing action form the framework 
for the pragmatic discussion. If there is any 
theory in the book, it is that fifteen or more 
common sense adaptations of these devices in 
a letter will virtually assure its selling force. 

The attention getting devices are: a distinc- 
tive envelope; a distinctive letterhead; use of 
a second color for display lines; good display; 
effective use of marginal space; use of illustra- 
tions; careful consideration of the visual cen- 
ter; and news interest. 

For rousing desire the author pins his faith 
to the following techniques: dramatic presenta- 
tion in the headline or first paragraph of what 
the product will do for the reader; use of de- 
sire-developing paragraphs; provision of mo- 
tive for reader’s action; definite statement of 
the greater value of product to the prospect 
than the money involved in its cost; parting 
shot in postscript. 

To secure conviction in a letter the author 
suggests: quiet talk of how well the product 
or service is being received; use of testi- 
monials; emphasis on the basic sales point; 
list of supplementary sales points; directions 
for use or sale; a guarantee; an on-approval 
offer ; answers to probable questions regarding 
the product; results from use of product; state- 
ment regarding special methods used by the 
maker. 

The recorded devices for inducing action 
are: a special offer; a request for action; a 
means of making action easy; a limited time 
offer. 

To the reviewer the techniques suggested 
seem little or no different from those that have 
occupied the attention of writers on advertis- 
ing for the past two or three decades. Modern 
illustrations of their application in the various 
fields of advertising writing, however, are ever 
new, and it is this application which makes Mr. 
Egner’s book a valuable reference for the in- 
dividual or firm intent on more resultful let- 
ters. His illustrations of these techniques in 
selling by mail are apt and, for so short a book, 
plentiful. They amplify the discussion of prac- 
tically every one of the key devices and also 
the chapters on practical points on sales let- 
ters to dealers and to jobbers. For the most part 
they are explicitly related to the text material. 
They are rarely repetitive. 

Besides the topics already mentioned there 
is a chapter on timing sales letters, one answer- 





258 THE JOURNAL 


ing several common questions regarding the 
use of direct mail, and a final chapter showing 
model letters embodying many of the devices 
previously discussed. 

The practical marketing executive will find 
the book a convenient summary of usable ideas, 
most of which he has probably read cursorily 
in the trade press. If he desires something more 
than a summary of existing practices, he will 
wish that the writer might have attempted an 
analysis showing how much the use of each 
device has actually contributed to the success 
of particular mail compaigns, rather than 
merely assuming that certain factors are more 
important than others. Such a study would, 
of course, be more ambitious than the present 
one as the effectiveness of the various devices 
would vary with each product or service, and 
with each price class in which it was sold. 

H. H. SHIVELY 
Babson Institute 


How To FINpD, TRAIN, AND SUPERVISE SPECIAL- 
TY SALESMEN, by James Maratta. New 


York: Council For The Improvement of 
Specialty Selling, Inc., 1937. 93 pp. $2.50. 


In a format and text designed more for the 
specialty sales manager’s side pocket than for 
college classes or reference libraries, this book 
is properly subtitled “What Every Direct-Sell- 
ing Organization Should Know.” 

James Maratta has already written several 
volumes for this field and draws upon more than 
17 years of experience with specialty sales or- 
ganizations and as a consultant. He is thus able 
to write as a realist and to offer useful aid to 
the sales executive who needs a generator of 
new ideas as well as a yardstick for measuring 
the effectiveness of present methods. 

Teachers of sales administration will be 
interested in Mr. Maratta’s opinions concern- 
ing the compensation of salesmen. One draws 
the inference that more attention is given to 
the matter than it deserves in view of the 
much greater importance of sales education 
and sales tools in the making of successful 
specialty salesmen. 

The chapter on the rules for supervising a 
local direct-selling organization and on the 
conduct of group interviews for applicants are 
especially cogent. The discussion of sales tools 
is, perhaps, the least convincing and, at the 
same time, the most inspirational section of 
the book in that it is based so largely upon 
specific incidents in the author’s experience. 

Questions at the end of each chapter are 
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intended to stimulate the maximum absorp- 
tion. While familiar enough in college text- 
books, this valuable device is too frequently 
lacking in business books. 

C. S. Locspon 

Michigan State College 


How to Get THE Orper, by Harry Simmons. 
New York: Harper & Brothers, 1937. 137 
pp. $2.00. 


Presenting over 300 ideas on how to get the 
order, the majority of them practical and in 
sufficient detail to be useful to a salesman, all in 
a brief space of 137 pages, is truly an accom- 
plishment. The author has succeeded in this task 
by means of clear thinking and terse phrase- 
ology. 

The first three chapters of the book sketch 
the complete selling process——“How to Open 
the Sale,” How to Control the Interview,” and 
“How to Close the Sale.” Although highly con- 
densed, these chapters provide a fitting intro- 
duction to the more specialized phases of 
securing the order which follows and offer the 
salesman some valuable bits of sale strategy. 

Chapters IV to XIII inclusive consist of a 
carefully selected assortment of difficult prob- 
lems and knotty situations frequently en- 
countered by the salesman, yet seldom isolated 
and prescribed for. These situations are briefly 
described and the “how” of handling them 
clearly stated. For example, a chapter is de- 
voted to the problem of regaining lost cus- 
tomers; another to beating friendship competi- 
tion; and still another to using advertising in 
selling. 

The timeliness of the book is typified by 
Chapter XI, “The Futility of Price Appeal” 
with its introduction, “—let us first lay the 
ghost of Price back among the mothballs of 
the late of depression.” 

Chapter XIV, “Buyer-Slants on Selling,” is 
unique in that it reverses the normal order of 
things and from the point of view of the buyer 
presents 25 typical shortcomings which he en- 
counters in salesmen and which irritate him 
sufficiently to present serious barriers to the 
sale. The final chapter, “57 Sales Reminders” 
is a typical list of “don’ts” for the salesman. 

Throughout the book forcefulness is 


achieved by the use of numerous headings and 
by the listing and numbering of points intro- 
duced by such statements as “18 practical sug- 
gestions for avoiding pitfalls,” “9 sales clinch- 
ers,” and “10 groups of suggestions for warm- 
ing up the lukewarm prospect.” 
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Written for the field salesman in his lan- 
guage by a man well trained and experienced 
in field work, this short volume will well justify 
the reading time required and will provide the 
salesman with usable suggestions. 

F. Santry REED, 
Tulane University 


THE SALES MANAGER’s HANDBOOK, by John C. 
Aspley, Chicago: The Dartnell Corporation, 
1937. 1064 pp. $6.50. 

This second revised edition of the Sales 
Manager’s Handbook was published for the 
purpose of reflecting the changed conditions 
relative to marketing which have occurred since 
1933. The maze of legislation and regulation, 
changing buying habits of customers, and the 
shifts in competitive emphasis are given as im- 
portant reasons for the new edition. 

The goal of good sales management is to 
gain the maximum volume of business possible 
at the minimum expense commensurate with 
what appears at the time to be sound business 
judgment. The aim of any publication de- 
signed as a handbook for sales managers 
should be to aid them in attaining this goal. 
The present volume is a distinct contribution 
as a guide for the sales manager in formulating 
policies and plans to further these purposes. 

From the standpoint of building sales vol- 
ume, there are chapters treating with market 
determination and analysis, channels of distri- 
bution, the use of sales inducements, advertis- 
ing media, mailing lists, and sales promotional 
literature. Also chapters dealing with the 
handling of salesmen to promote volume are 
included. These are variously titled “Selecting 
Salesmen,” “Training Salesmen,” “Salesmen’s 
Quotas,” Contests and Campaigns,” and “Con- 
ferences and Conventions.” 

The subject of expense control is discussed 
in chapters on sales budgeting, compensation 
of salesmen and executives, routing salesmen, 
salesmen’s expense control, and sales control 
systems. 

Sound business judgment is based on a 
knowledge of existing conditions. The Hand- 
book naturally covers a limited number of 
topics dealing with present conditions but does 
those well. Trends in distribution, fair trade 
laws and practices, trade marks and trade 
names, prices, collection methods, and foreign 
selling are some of the more important topics 
discussed. 

There are included in the various chapters 
many tables and charts for handy reference. A 
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number of the tables are based on figures from 
the United States Census of Retail Distribution 
with statistics for both 1933 and 1935 quoted. 
Other tables indicate peak seasons in various 
businesses (hardly important enough to be in- 
cluded twice, however), corporation tax com- 
putations, principal sales tax and chain store 
taxation statutes, automobile mileage, hotel and 
railroad accommodations, telephone rates, air 
and rail rates, a list of convention speakers, and 
many more items. 

Much of the material presented is based 
upon investigations made by the Dartnell Cor- 
poration at one time or another. This informa- 
tion has possibly appeared previously in other 
forms, as for instance most of the suggestions 
for contests and campaigns. The book is almost 
entirely of a descriptive nature. Perhaps it 
could be made more valuable by incorporating 
a critical analysis of the methods described. 
Surely, for the teacher of sales management 
this would be a welcome innovation. 

The Handbook should be of real value to 
the sales manager as a source of both factual 
and suggestive material. For the teacher of 
sales management, it should prove a ready 
source of information regarding existing prac- 
tices and as a reference to laws and regulations 
affecting selling. 

AREND E. Boer 
University of Pittsburgh 


B.—DiceEsts oF SoME LEADING ARTICLES ON 
MARKETING FROM SCIENTIFIC JOURNALS 


By Reavis Cox, University of Pennsylvania 


QUANTITATIVE MARKET ANALYSIS—MULTIPLE 
CoRRELATION ; ACCURACY OF THE METHODs, 
by Lyndon O. Brown. From Harvard Busi- 
ness Review, Autumn, 1937, pp. 62-73. 


The primary purpose of quantitative market 
analysis is to work out market potentials, 1.¢., 
measures of the power of a market to buy a 
product. The accuracy of several methods of 
setting market potentials has been tested for 
eleven different commodities. These tests re- 
veal a wide variation in reliability among the 
individual methods but show that multiple cor- 
relation is decidedly better than the others. A 
more general use of multiple correlation and a 
wider understanding of the shortcomings of 
many of the other methods commonly used 
are needed. 


VARIATIONS AMONG CITIES IN PER CAPITA IN- 
coME, by Edward L. Thorndike. From The 
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Journal of the American Statistical Asso- 

ciation, September, 1937, pp. 471-479. 

Professor Thorndike, after discussing the 
available factual information upon which esti- 
mates of the per capita income of American 
cities in the years around 1930 can be based, 
proposes an index computed from the follow- 
ing items, each to be given a weight in the 
final average ranging from 1 to 5: (1) The 
number of income-tax returns per capita, as 
computed from data made public by the United 
States Treasury Department. (2) The number 
of income-tax returns in 1926 reporting $5,000 
or over, as computed from data in National 
Markets and National Advertising. (3) An 
average of the average salary of elementary- 
school teachers and the average salary of high- 
school teachers, as computed from data in the 
Biennial Survey of Education. (4) The aver- 
age salary of full-time employees of retail 
stores, as reported in the Census of Distribu- 
tion. (5) The average wage of workers in 
manufacturing plants, as computed from data 
in the Biennial Census of Manufactures. (6) 
Per capita bank deposits, as computed from 
data in Markets and Quotas. (7) Per capita 
expenditures for the support of churches, as 
computed from data in the United States Cen- 
sus report on Religious Bodies. Per capita 
sales of (8) retail food stores, (9) cigar stores 
and (10) drug stores, as computed from data 
in the Census of Distribution. (11) Average 
family rental or its equivalent for owned 
homes, as estimated from data in the census 
of population. 

Using his formula, Professor Thorndike 
computes his index for 117 cities, which he 
can thus rank according to per capita income. 


Tue Nature or Risk ASSUMPTION IN THE 
TRADING ON ORGANIZED EXCHANGES, by 
H. S. Irwin. From The American Economic 
Review, June, 1937, pp. 266-277. 

Trading on organized commodity and se- 
curity exchanges may be divided into three 
classes: (1) Speculation, which occurs where 
a trader makes an estimate of the market situa- 
tion and comes to the conclusion that prices 
are too high or too low. (2) Manipulation, 
where artificial prices are established through 
the planned action of individuals or groups. 
(3) Trading on price movements, where buy- 
ers and sellers merely “go with the market.” 

Competent speculation tends “to bring prices 
promptly to the level justified by conditions and 
to stabilize prices.” Manipulation, on the other 
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hand, tends to distort prices, while movement 
trading tends both to distort prices and to in- 
crease their fluctuations. 

A wide understanding of the differences 
among these types of trading is needed to the 
end that effective controls of undesirable trad- 
ing may be instituted. The problem is important 
because the bulk of the trading on the ex- 
changes is of the two socially detrimental types. 


APHORISMS ON THE UNDERSTANDING OF AL- 
KALIES, by L. J. Henderson. From Harvard 
Business Review, Autumn, 1937, pp. 17-23. 


Some pungent comments on advertising and 
sales promotion by a distinguished biochemist. 
The manner of presentation prevents abstract- 
ing; but what Dr. Henderson has to say should 
be considered “must” reading for students of 
marketing. 


RUNNING COMMENTS ON OTHER ARTICLES OF 
INTEREST TO MARKETING MEN 


An informative discussion of some technical 
problems involved in the compilation of the 
Census of Business: 1935 will be found in 
F. A. Gosnell’s paper, “Highlights of the 1935 
Census of Business,” in The Journal of the 
American Statistical Association, June 1937, 
pp. 263-270. It will be of interest particularly 
to users of census data who have found them 
unsatisfactory in various ways and would like 
to suggest changes and additions. 

In the same issue an interesting discussion 
of sampling procedures used in a widely pub- 
licized consumer survey is offered by Erika H. 
Schoenberg and Mildred Parten under the 
title, “Methods and Problems of Sampling Pre- 
sented by the Urban Study of Consumer Pur- 
chases,” pp. 311-322. The article describes the 
methods used in drawing samples for a study 
of consumer purchases conducted by several 
Federal agencies in 32 different communities. 
Four samples were drawn: a random sample 
of 625,000 families, a “selected random sample” 
of 250,000 families chosen from the larger 
group, a “stratified sample” designed to fill in 
thin spots in the other two samples, and finally 
a “controlled” sample of 30,000 families which 
was used for the detailed survey. 

Marketing men whose interests lie in the 
food industry will find instructive “Customer 
Attitude Toward Chicago Grocery-Store Prac- 
tices,” by Myrtle M. Lohner in The Journal of 
Business of the University of Chicago, July, 
1937, pp. 233-250. From information obtained 
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in interviews with 544 “homemakers” in Chi- 
cago, light is thrown upon such matters as 
customer attitudes toward personnel transfers 
by chain stores and toward the use of pre- 
miums, the kinds of information sought con- 
cerning canned foods and the ways used to 
obtain this information, the kinds of meal- 
planning aids preferred, and the reasons why 
self-service is preferred in buying fresh fruits 
and vegetables. 

Marketing men will also be interested in the 
September, 1937, issue of The Annals of the 
American Academy of Political and Social Sci- 
ence, which carries the general title, “Revival 
of Depressed Industries.” Many of the articles 
provide worthwhile information concerning 
marketing problems and policies of “sick” in- 
dustries. Two articles are especially interesting 
to marketing men: 

“A Dog Has Nine Lives: The Story of the 
Phonograph,” by H. S. Maraniss, describes the 
marketing techniques used by the RCA Manu- 
facturing Company to carry the phonograph 
through three successive crises: (1) The early 
difficulties encountered in convincing people 
that the phonograph was more than a toy. (2) 
The rise of commercial radio broadcasting. (3) 
The years of severe business depression from 
1929 to 1934. 

“The Department Store—A Problem of 
Elephantiasis,” by Frank Thomson Hypps, re- 
views the difficulties department stores have 
faced in recent years and the means used to 
combat them. 

To those who are interested in the relation 
between income and expenditure, there will be 
material of value in “The Economics of Low- 
Income Diets,” by Helen L. Sorenson and 
Elizabeth W. Gilboy, in the Quarterly Journal 
of Economics, August, 1937, pp. 663-680. The 
main body of the article is concerned with the 
social problem of malnutrition; but the first 
few pages provide some interesting factual 
data concerning expenditures for different 
types of food at various income levels. 

Two conspicuous “New Deal” policies are 
evaluated in articles by N. H. Engle and 
Nathan L. Silverstein which will be worth 
reading by those whose interests lie in inter- 
national trade. Dr. Engle writes under the 
title “Reciprocity in Foreign Trade,” in the 
Harvard Business Review, Autumn, 1937, pp. 
41-50. He reaches the tentative conclusion that 
the reciprocal trade treaties represent a com- 
mendable change in the tariff-making tech- 
niques used by this country, show definite 
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superiorities over the empire-preference plan 
of Great Britain or the strictly bilateral treaties 
used by Germany, and have probably con- 
tributed to an increase of international trade. 
Dr. Silverstein discusses “Effects of the Amer- 
ican Devaluation on Prices and Export Trade” 
in The American Economic Review, June, 
1937, pp. 279-293. His general conclusion is 
that devaluation “aided to a considerable de- 
gree” in reversing the downward movement of 
prices, especially because of its influence upon 
commodities important in the international 
trade of the United States, and that it con- 
tributed to a revival of exports. 

One of the basic ideas upon which many 
marketing men build their ideas and proposals 
concerning marketing policies, especially in the 
area of trade practices, is the belief that there 
is a substantial “excess capacity” in present- 
day industry. The reading of “Excess Capacity 
and Monopolistic Competition,” by J. M. Cas- 
sels, in the Quarterly Journal of Economics, 
May, 1937, pp. 426-443, will be useful as a 
check upon careless use of the term. 


C.—Dicests oF SOME LEADING ARTICLES ON 
MARKETING FROM TRADE PUBLICATIONS 


By Henry A. Burp, University of 
Washington 


READING HABITS—THEIR INFLUENCE ON THE 
CuHoIce OF MepIA FoR INDUSTRIAL ADVERTIS- 
ING, by Archibald Crossley. From /ndustrial 
Marketing, November, 1937. 


This is a preliminary report on a survey 
financed by a publishing company to study the 
reading habits of industrial executives and 
engineers as distinguished from the general 
public. 

Taking sixty different types of business for 
investigation, personal interviews were ar- 
ranged with more than 1,500 industrial execu- 
tives and engineers in their offices, from coast 
to coast. It was sought to determine the in- 
dustrial publications read, where read, whether 
subscribed to personally or by the company, 
how intensively the editorial page is read, and 
how evening leisure is spent. 

Industries were classified as (1) indoor: 
manufacturing; (2) outdoor: transportation, 
engineering; (3) distributive : wholesalers, ete. 
Publications catering primarily to one type of 
industry are called vertical publications, those 
cutting across many industries, horizontal pub- 
lications. 

In each group, one out of eight read a 
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business publication of some kind, most of 
them in the office. The best coverage is secured 
with a combination of vertical and horizontal 
publications. In each industry, the best ver- 
tical publication has more readers than the 
best horizontal publication. 

A more comprehensive report is to follow. 


Four Joss ror ApvERTISING, by Glenn Frank. 
From Printers’ Ink, September 30, 1937. 


There is an urgent necessity of educating 
the American people in the accurate, sincere, 
honest use of words. Advertisers can render a 
great service to the future of the social order 
by setting the example of always using their 
own words accurately and truthfully—and with 
sincerity—in their copy. 

The second job is educating the American 
people in the uses of prosperity. It is up to the 
advertiser to give thought to developing sanity, 
as well as size in consumption. 

The third opportunity is to make the idea 
of business success socially understood and ac- 
cepted. 

The re-interpreting and selling of the under- 
lying soundness of private enterprise is the 
fourth task. 


SELLING IN A RistnG Market, by Whipple 
Jacobs. From Nation’s Business, October, 
1937. 


Today we are doing business in a rising 
market, an experience which recurs about once 
in seven years. This is known as a “seller’s 
market” distinguished from a “buyer’s mar- 
ket” in which supply outruns demand, giving 
the buyer the whip hand. 

In a seller’s market, the seller’s chief func- 
tion is not selling, but production. Buyers find 
their sources of supply unable to meet current 
demands largely because all buyers are placing 
bigger orders for raw materials or manufac- 
tured commodities. 

During a seller’s market, inventories increase 
in value, which tends to cause the buyers to 
stock up well in advance, which is dangerous, 
as there is always bound to be a reversal in 
the price trend at some time, which will leave 
the person with a large stock in an embarras- 
sing position, as his inventories will then de- 
crease in value much faster than they increased. 

English and European buyers have a method 
considered much sounder than that generally 
used in the United States. They watch a de- 
clining market until it seems at the bottom and 
then make their purchases, and on further de- 


clines, if any, continue to make commitments, 
satisfied that eventually their judgment will be 
vindicated. As a result, their maximum com- 
mitments are made at the bottom of the mar- 
ket. 

American sellers should caution their cus- 
tomers against making heavy purchases merely 
to take advantage of lower market prices. 

Buyers should be warned that speculation in 
raw materials in a rising market for the sake 
of making a profit on inventories is contrary 
to sound marketing principles. When prices 
fall, large inventory losses will offset manu- 
facturing gain and more. 

As deliveries are extended, buyers place or- 
ders with several suppliers for the same ma- 
terial, hoping to receive part shipments from 
all to meet their own demands. Such multiple 
ordering causes suppliers to follow the same 
buying technique and soon every source of 
production is taxed with an overflow of orders. 

The dynamite behind these buying tactics is 
the false index of demand which they develop. 
With demand apparently inexhaustible, prices 
are further stimulated, and so the cycle repeats 
in a hectic spiral which eventually falls from 
its own weight, and we are thrown back into 
a buyer’s market and depression. 

Economic leadership must come from busi- 
ness, by taking a firm stand against encourag- 
ing buyers to buy more than they need in or- 
der to realize inventory appreciation. 


THE GREATEST SALES OpporTUNITY IN 23 
Years, by Howard Ehrlich. From Adver- 
tising & Selling, October 7, 1937. 


How are we going to reconcile a record- 
breaking production by industry with a con- 
tinuing unemployment roll of millions? 

We must find some way by which we can 
create more work and more wages that will 
give everyone a chance to enjoy an even higher 
standard of living than he now enjoys. 

One factor in the solution lies in the applica- 
tion of more scientific methods to industrial 
marketing. Of all goods that flow through the 
channel of commerce, 58% are consumed by 
industry. 

The forces pushing business up have in 
large measure caught industry by surprise. 
Stocks are lc.v. Many industries are behind in 
delivery. Industry is seeking to expand produc- 
tion, to capitalize on the up swing. Yet industry 
is confronted with rapidly rising material, 
labor, and operating costs which stand in the 
way of profits. 
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The American system of free competition 
protects the consumer by putting obstacles in 
the path of excessive price increase: such as 
direct competition, competition between indus- 
tries, and the consumer’s right to buy less. All 
price advances encourage consumer resistance 
and, when carried too far they reduce consump- 
tion, shrink markets, reduce production and 
employment. 

Success or failure hinges on industry’s 
ability to lower costs and increase productive 
capacity through increased efficiency. 

Wages and salaries are now up, and if we 
can keep down the prices on goods consumers 
buy, we shall have succeeded in increasing 
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purchasing power. When this is accomplished, 
we shall have a higher standard of living, a 
greater production to supply the increased buy- 
ing, and greater employment in production. To 
achieve these results is the social obligation 
of management. 

Within the field of industrial marketing lies 
the answer to our problem. To the extent that 
the manufacturer and producer of equipment 
and material for industry market today, suc- 
cessfully and economically, all industries will 
be enabled to reduce costs, to keep prices down, 
to make for greater purchasing power, greater 
production, greater employment. 














A.M.A. Notes 


ALBERT HARING 








The American Marketing Association began 
its existence on January 1, 1937 with a mem- 
bership of 584. During the year 67 names were 
dropped from the membership list. This in- 
cluded 6 organizations which, under our new 
rules, were transferred to the status of sub- 
scribers, a number of deaths, and over 20 per- 
sons who shifted the field of their activity. As 
far as the figures can be analysed, the number 
of members actually dropped for nonpayment 
of dues was about 30. Of the 517 remaining 
original members but 34 can be considered as 
delinquent in the payment of dues. During the 
year, 107 new members were welcomed to our 
group, giving us a membership of 624, as of 
January 1, 1938, or a net increase of 40 mem- 
bers. 

The official business meeting was held at 
11:30 a.m. on Wed., Dec. 29, at the Hadden 
Hall Hotel in Atlantic City. The report of the 
treasurer showed that the combined balance 
sheet of the association and the JOURNAL OF 
MARKETING was favorable, the capital of the 
organization increasing $376.88 between Jan. 
1 and Dec. 15, 1937, with all bills paid. The 
report for the JOURNAL OF MARKETING listed 136 
subscribers in addition to the membership and 
indicated that 40% of the expense of the your- 
NAL was being met by subscription and adver- 
tising revenue, Various interim committee re- 
ports were made. The Committee on Visual 
Education, of which Professor Thomas B. Stan- 
ley of New York University was chairman, 
turned in a fine 25 page final report which was 
turned over to the editorial board of the your- 
NAL for possible publication. The various re- 
ports were approved and a blanket motion 
passed to thank the committees for their excel- 
lent work. 

At a meeting of the board of directors on 
Monday, Dec. 27, Roland S. Vaile, LeRoy B. 
Steele and Albert E. Strass were appointed 
tellers for the election. They reported the fol- 
lowing officers elected for 1938: 

President: Fred E. Clark, Northwestern Uni- 
versity. 

Vice-Presidents: Howard T. Hovde, Univer- 


sity of Pennsylvania; L. Edward Scriven, of 
Batten, Barton, Durstine & Osborn, Chicago. 

Secretary: Albert Haring, Lehigh Univer- 
sity. 

Treasurer: John Karol, Columbia Broadcast- 
ing System. 

Directors: Paul D. Converse, University of 
Illinois; Harry Tosdal, Harvard University; 
Wilford L. White, Department of Commerce. 

The additional officers for 1938 who were not 
subject to election in 1937 are: 

Editor-in-chief of the yourNAL: Nathanael 
H. Engle, Department of Commerce. 

Directors: Paul T. Cherington, Market Re- 
search Corp. of America; D. R. Fellows, Uni- 
versity of Wisconsin; David E. Faville, Stan- 
ford University. 

Retiring President Frank R. Coutant of 
Brown & Tarchar, Inc., also becomes ex-officio 
a member of the 1938 board of directors. 

The board of directors submitted the follow- 
ing by-law amendments which were adopted 
by the Association in the business meeting: 


On or before September 1, the nominating com- 
mittee shall prepare a ballot containing the names 
of two candidates -for each elective office, with the 
exception of the offices of secretary, treasurer, and 
editor-in-chief of the JOURNAL OF MARKETING, in 
which cases the committee may, if it desires, nomi- 
nate only one candidate. 

In case a candidate proposed for any elective 
office is sponsored by a petition signed by 25 or 
more members, his name shall be added to the two 
names of candidates proposed by the committee, as 
provided by the foregoing paragraph, and the 
Board of Directors, in such a case, shall make pro- 
vision for preferential voting. 

When no report is received from the nominating 
committee by September 1, the Board of Directors 
shall undertake, giving due consideration to the 
material collected by the committee, to formulate 
a satisfactory slate of candidates in adequate time 
to conduct the election. 


The Atlantic City meetings on Dec. 27-30 
were excellently attended with every session 
having at least 75 persons and over 200 people 
hearing the most popular discussions. Reports 
indicate a growing interest in A.M.A. and a 
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considerable likelihood of establishing new 
chapters in Indianapolis and Cleveland during 
1938. 

During the fall a considerable number of new 
members joined our ranks. These are: Francis 
A. Babione of Luckey, Ohio; John W. Barry 
of the Scott Paper Company; Charles W. Bat- 
tle of McKinsey, Wellington & Company; J. L. 
Bogert of The Lambert Company; W. L. Y. 
Davis of Marschalk & Pratt; Ellwood O. Dille 
of the Arizona State Teachers’ College ; George 
C. Feliz of the Santa Rosa Junior College; Olof 
Henel of the Goteborgs Litografiska A.B. of 
Gothenburg, Sweden; Jacques C. Rosenblum of 
the Central Commercial High School; Roswell 
P. Snead of the Virginia Polytechnic Institute ; 
Melvin L. Anshen of Indiana University ; Clar- 
ence P. Austin of Alabama Polytechnic Insti- 
tute; Robert D. W. Bartels of Ohio State Uni- 
versity; Jos. S. Boyajy of the Recording & Sta- 
tistical Corporation; J. E. Brennan of the Out- 
door Advertising, Inc.; Robert T. Browne of 
Pillsbury Flour Mills Company; Ruth Butter- 
field of The Borden Company; B. R. Canfield 
of Babson Institute; R. M. Clewett of the Uni- 
versity of California; Thomas W. Dunn of 
Thornley & Jones, Inc.; Robert L. Hallock of 
Servel, Inc.; M. Leonard Hersey of the Socony- 
Vacuum Oil Company; Lyman L. Hill of Ser- 
vel, Inc.; G. G. Jeter of the General Electric 
Company; George P. Johansen of the Adver- 
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tising Distributors of America; Herbert F. 
Klingman of the Great A. & P. Tea Company; 
Harold D. Kube of the Bureau of the Census; 
Charles H. Lilienfield of the National Tea Com- 
pany; Earl L. McAllister of the Ross Federal 
Research Corp.; C. D. McCormick of the Out- 
door Advertising, Inc.; John W. McNeill of 
Armstrong Junior College; George W. Merkle 
of Nichols Junior College; Robert V. Mitchell 
of the University of Illinois; John S. Moriarty 
of the Bureau of Foreign and Domestic Com- 
merce; W. B. Ricketts of Booz, Fry, Allen, & 
Hamilton; George Switzer, New York Designer 
and Merchandise Consultant; W. H. Turner of 
Marshall Field & Company; S. G. Wennberg of 
the University of Missouri; Charles M. Whitlo 
of the Central Y.M.C.A. College; Francis E. 
Wilcox of the Household Finance Corporation ; 
Jack M. Willem of Stack-Goble Advertising 
Agency, Inc.; William C. Billig of the Univer- 
sity of Southern California; Burton E. Ebert, 
Analyst, of Lansdowne, Pennsylvania; Charles 
D. Frazer of Batten, Barton, Durstine & Os- 
born; Harold L. Goodwin of Boston, Massa- 
chusetts; Robert C. Jackson of the Polytechnic 
Junior College of Berkeley, California. 

Your secretary is trying to keep the A.M.A. 
mailing list up to date. All changes of address, 
inquiries about new members, shifts in business 
connection, and the like, will be gladly received 
and taken care of promptly. 











When Size Is Important— 


When the National Broadcasting Company and the Columbia 
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Broadcasting System recently asked the Joint Committee on 


Radio Research to conduct a rural town and farm survey for them, 
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the Hooper-Holmes Bureau was selected to conduct the field 
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interviews. 

In 26 days after the receipt of questionnaires we delivered in 
New York City 20,269 questionnaire reports from 96 counties in 
every state in the United States. 

This was possible because the Hooper-Holmes Bureau employs 
a large force of full-time field men who operate under 77 Branch 
Offices and who regularly cover 9,355 points. In addition, this 
organization uses 55,000 correspondents on a part-time basis. 


Furthermore, the Hooper-Holmes Bureau has conducted the 
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personal field interviewing for the Joint Committee on Radio 
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Research in its study of territory covered by radio broadcasting 


stations. 
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THE HOOPER-HOLMES BUREAU, INC. 
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